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in a Diversified Group of 
Seasoned Dividend Payers 








| prety ce opportunities exist today 
to increase your income in sound 
dividend-paying common stocks that 
also offer protection against rising in- 
flation. UNITED Service has planned 
a special portfolio of 8 high-yielding 
stocks with attractive growth possibili- 
ties—purchase of 10 shares each to cost 
about $2,480. Annual income return 
based on 1940 payments would be $199, 
or a yield of 8%. 


To introduce UNITED Service we 
will send you a copy of this valuable 
portfolio with a review of each of the 
8 stocks, without obligation. 


Send for Bulletin MW-59 FREE! 
(No salesman will call) 


UNITED BUSINESS SERVICE 


210 Newbury St. A re Boston, Mass. 
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GENERAL SIR ARCHIBALD WAVELL 
Oxford University Press. 312 pp. $3.50 

A very opportune biography of a famous 
soldier by the former Commander-in-Chief of 
the British Middle East forces. Many historic 
names of persons and places fill the book. He 
had a terrific temper but he was never unjust. 
The reader is given an intimate look at the 
officers and the part they play in society. 


AMERICAN FARMERS in 
THE WORLD CRISIS 


CARL T. SCHMIDT 


Oxford University Press. 345 pp. $3.00 

Captain Schmidt gives us the reasons for 
the current perplexities besetting agriculture 
today. The book deals with crop control, soil 
conservation, and restoration of foreign markets 
—to mention just a few things. The farmers 
play an important part in our government, and 
the writer has presented his ideas in a com- 
petent way. 
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WINSTON S. CHURCHILL 


G. P. Putnam's Sons. 462 pp. $3.00 

A collection of Mr. Churchill’s speeches from 
May, 1938, to the present. It deals with the 
handing over to Eire of the Treaty ports. 
Munich and Prague play their mournful parts. 
We have speeches by the author as First Lord 
of the Admiralty and later as Prime Minister. 
England’s man of the hour has a style of writ- 
ing, that makes the reader visualize bands 
playing and flags flying. Well worth reading. 


LET NO WAVE ENGULF US 
FRANK ALTSCHUL 


Duell, Sloan and Pearce. 60 pp. $1.00 

Mr. Altschul presents a brief but penetrating 
review of the problems confronting business to- 
day. The author is for the speedy return to a 
‘system of free enterprise. This thought to be 
brought about by a group of men—a Supreme 
Economic Council acting as a General Staff does 
in time of war. 
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These books may be ordered from The 
Magazine of Wall Street book department. 
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With Th\e Editors 





Footnotes. of a Fortnight 


SoMETIMES as we look over the grist 
in our editorial notebook the minor 
items intrigue us more than the ones 
about which the newspaper head- 
lines are screeching. For instance: 

Germany's War Gains. Possibly 
the most significant war news was 
not from the eastern front but a 
casual-sounding comment one recent 
morning from an American radio 
news broadcaster in Berlin. The 
German newspapers were explaining 
to the people that the current short- 
age of potatoes and vegetables was 
not the fault of the Nazi Govern- 
ment. The weather had been un- 
favorable and the Government could 
not control the weather. The people 
must be patient. Well (this is us 
talking), food shortage did more 
than anything else to lick the Kaiser. 
It cowd happen to Hitler. After 
looting a continent, summer finds 
Germans hungry. What will it be 
next winter? The quick-lunch pick- 


ings in Russia are very skimpy. 

Wicked Little Business. Thanks 
to some of the political tub-thumpers 
in high place, Big Business has had 
a very bad press in recent years— 
at least before its productive abili- 
ties became essential for defense. By 
contrasting inference, Little Busi- 
ness was respectable. But this myth 
was badly bent when a skilled in- 
vestigator for The Reader's Digest 
recently drove a car (in perfect con- 
dition except for a detached ignition 
wire) into $47 service stations 
throughout the country and asked 
for repair service. Some 63 per cent 
of these Little Business establish- 
ments proved to be gyps. Business 
integrity, of course, is not a matter 
of size, any more than personal in- 
tegrity is a matter of face, color, 
creed or occupation. Some _politi- 
cians, for example, are honest. 

Big Profits. Labor unrest, said 
Representative Baldwin (Republi- 


can, N. Y.), may be due to big cor- 
porate profits. He said General 
Motors earned $978 in profits for 
each employee; American Telephone, 
$725; U. S. Steel, $393, ete. How 
much is Representative Baldwin’s 
salary for each domestic servant 
that he employs? How much is a 
successful lawyer’s income for each 
employee of his office? How much 
is a doctor’s income for the chauffeur 
and office nurse he employs? But 
this is different, the Congressman 
might say. Is it? We don’t think so. 

Rags to Riches. Record of a 
young fellow not long out of high 
school: $13 a week as an office boy in 
a large Wall Street brokerage firm; 
apprentice school of a big manufac- 
turing company at $20 a_ week; 
skilled defense worker at $75 a week, 
including over-time. All of this in 
less than eighteen months. Some of 
the poor get richer. Have the rich 
a future? 





***COMING 


IMPORTANT FEATURES*** 


1941 MID-YEAR SECURITY APPRAISALS AND FORECASTS 


August 9 Issue—Rails, Utilities, To- 
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fied Issues. 


August 23 Issue — Steel, Building, 


Metals, Liquors, Machinery and 
Equipments. 


September 6 Issue—Aviation, Motors 
and Accessories, Chemicals, Oils, 


Movies, Merchandising. 
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The Trend of Events 


GERMAN MISCALCULATIONS .. . Is Germany in- 
vincible? Are the intuition of Hitler and the judgment 
of the German High Command infallible? Some people 
seem to think so, judging by the reluctant admiration 
with which they speak of the evidence of precise Ger- 
man war planning and methodically efficient execution 
of strategy and tactics. 

Well, the Kaiser’s war machine was also amazingly 
efficient—but the top command was neither infallible 
nor clairvoyant. It made few mistakes, but those it did 
make were vital—vital enough to lose the war. (1) It 
underestimated Britain’s willingness and ability to fight; 
(2) its plan called for crushing France in a few weeks; 
(3) it did not dream the United States would prove to 
be the decisive factor; (4) it did not expect a long war, 
economic exhaustion, slow disintegration of civilian 
morale. 

In the present war German plans and expectations 
have already had to be revised—and revision of plans 
certainly does not reflect infallible judgment of the 
planners. (1) The Nazi command did not expect Britain 
and France would declare war. They planned to move 
eastward—with or without large scale fighting—to fortify 
their economic position, to attack France later at their 
own timing, to deal with Britain still later, preferably 


without having to fight. (2) They were confident it 
would be a short war. (3) After France was swiftly 
crushed, they believed that they could quickly master 
the air over England and that Britain would be con- 
quered in a few months at the most. (4) They did not 
figure on a major war role for America, whether in eco- 
nomic terms or otherwise. 

In short, they miscalculated the duration of the war, 
miscalculated the strength of British resistance, miscal- 
culated the course of the United States. It is not a 
record which can inspire supreme confidence of the Ger- 
man people in their leaders. And having made these 
miscalculations, is it not possible—indeed probable— 
that they will make others? Obviously, the timing of 
their Russian campaign is a major deviation from origi- 
nal plans. Even if they win it, they may well find that 
they had underestimated their own losses of men and 
material, overestimated the fruits of victory. As always, 
war is the biggest of gambles and even the Germans 
can not make it a sure thing. The long-run odds against 
Hitler are much bigger than they superficially seem. 


TURN OFF THE GAS... If you find it desirable to 
reduce the speed of your automobile, you do so through 
two intelligently related operations. First, you lift your 
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right foot off the accelerator, thus cutting the flow of 
fuel to the engine; second, you press down on the brake. 
To put on the brakes with the gas throttle wide open 
would obviously not make sense; and would put dan- 
gerous strain on various operating parts of the vehicle. 

This simple analogy applies to the inflation control 
problem which is now confronting the Government. On 
the one hand, the purchasing power of millions of our 
people—especially industrial wage workers and farmers 
—is being sharply increased. On the other hand, short- 
ages in key raw materials will cut the output of certain 
types of widely used consumer goods. This is a highly 
inflationary combination. 

So inflationary, in fact, is it that no less an authority 
than Price Controller Henderson himself frankly admits 
its inflationary implications. “Before long now,” he says, 
“there will be more purchasing power running around 
hunting something to buy than there are goods avail- 
able. If that occurs to a substantial degree, no power 
on earth can prevent inflation.” 

But thus far “politics as usual” prevents the Govern- 
ment from taking intelligent, realistic action. It is seek- 
ing legislation under which it will put the brakes on one 
or two wheels of the speeding car but not on all four; 
and it has not moved to cut down on the gas. 

Congress is to be asked to set up a mechanism for 
“selective” price control, with wide lattitude of judg- 
ment for its administrator. Wages—a vital element in 
operating cost and therefore in price—are not to be 
subject to the legislation. Farm prices, which figure con- 
siderably in the cost of living, will probably also be 
exempt. 

Whether this device can control inflation is exceedingly 
doubtful. The one certainty is that it would be highly 
inequitable, that it would involve a bureaucratic policing 
job reminiscent of the old N RA and that it would sub- 
ject some operating parts of our economy to severe 
strain, 

Although no price control plan can be ideal in fair- 
ness and workability, the best possible price plan would 
still be only part of the story as long as an increas- 
ing supply of gasoline is being fed to the engine of 
purchasing power. A big part of the answer to the in- 
flation problem must be to tax back into the Govern- 
ment’s coffers a substantial portion of the extra billions 
now flowing to workers and farmers who are exempt 
from present Federal income taxes. 


HOT SPOT... In a world situation that is not at all 
funny it is certainly a minor pleasure to see Japan 
squirming around on the hot spot that she lighted for 
herself. The China “incident” is one big pain in the 
neck. The morale, living standard and production on 
the home front are advancing briskly toward the rear. 
Watching the growth of Allied air power in the Far East, 
the South Seas expansion dream looks less and less 
inviting, more and more risky. 

And in this unhappy mess along comes the German 
attack on Russia—Japan having more or less played 
ball with both although she can trust the good inten- 
tions of neither! What to do? 


French Indo-China could be taken without much diffi- 
culty, but Hitler is reported to be pressing for a Japa- 
nese attack on Siberian Russia. That would not be easy 
as things are now. The Russians have large forces in 
the Far East, self-sufficient in munitions—and their 
bombers could reach Japan’s fire-trap cities with relative 
ease. Japanese casualties in the four-year China war are 
reported to have been at least 1,250,000 men. Unless all 
her troops were pulled out of China, it is improbable 
that she could muster more than fifteen or twenty good 
divisions against the twenty-five to thirty Russian divi- 
sions that would oppose her. 

On the other hand, the Japs have to figure that Rus- 
sia and the United States are now on the same side of 
the fence in that both are against Hitler; and that, even 
should the Germans take all of European Russia, Ameri- 
can aid to the Russian Siberian forces might continue 
to increase—might conceivably, for instance, involve the 
basing of American long range bombers (best in the 
world) around Vladivostock. Fine kettle of fish that 
would be! 

What to do? We have a notion that the U. S. and 
Britain don’t need to do any big worrying over what- 
ever the new Japanese Cabinet is able or unable to decide 
in the immediate future. 


EXPORT MERRY-GO-ROUND ... Britain’s most power- 
ful friend is the United States, and we hail the associa- 
tion as a logical one in this war-frazzled world. We ad- 
mire the Briton’s courage and determination, but we 
would be vapid pollyannas if we didn’t voice our criticism 
of developments which we believe plainly wrong. 

We refer to Britain’s exports to Latin-American coun- 
tries of some goods which are similar to those we have 
shipped, or are shipping, to Britain under the Lend- 
Lease policy. The English, of course, must export even 
when they receive supplies from us without cash pay- 
ment, but when the same types of goods run through a 
merry-go-round of two oceans, from the United States 
to Britain to Latin America, we can hardly blame Uncle 
Sam for wondering what it’s all about. 

Sir Kenneth Lee, representative in the United States 
of the British Industrial & Export Council, enlightens 
us very little when he indicates his belief that the mere 
fact that Britain is exporting goods of one sort or another 
which may be more or less similar to goods obtained from 
the United States under the Lend-Lease Act is in no 
sense contrary to the spirit of the Lend-lease Act. 

On this point, we respectfully beg to differ. Both 
Britain and we, for one thing, could put the shipping 
space involved to much better usage. Perhaps we are 
too practical and just old fanatics about efficiency, but 
we would like to see this situation improved and feel 
sure that such an objective could be attained. 


THE MARKET PROSPECT... . Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 390. The coun- 
sel embodied in the feature should be considered in 
connection with all investment suggestions, elsewhere in 
this issue. Monday, July 26, 1941. 
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What Action To Take 


In Today’ 


s Market 


Technical evidence is currently on the favorable side, although far from 
dynamic. We are inclined to give the market the benefit of the doubt, 
believing that potentiality for rise exceeds potentiality for decline. 


BY A. T. MILLER 


Summary of the Fortnight: Foreign and domestic 
news developments brought a reversion to caution, re- 
fected in reduced volume and narrow fluctuation of the 
averages. Market appeared to absorb light selling well 
and ended past week within small fractions of previous 
rally highs in both industrials and rails. Selective com- 
modify price rise again took the spotlight. 


j a the impatient the recent action of the market prob- 
ably has been disappointing. But considering the nu- 
merous uncertainties hanging over us, there has been 
scant reason to suppose that a run-away buying rush 
would develop out of the creeping recovery which began 
in early June and which was temporarily accelerated on 
the news of the German invasion of Russia. 
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In approximately six weeks from the end of May to 
July 15 the Dow-Jones industrial average advanced from 
115.76 to high of 128.19 or by more than 12 points. Over 
the same period the railroad average advanced from 
27.41 to 29.64, which was a gain of 2.23 points and more 
than 8 per cent. There has, therefore, been adequate 
technical excuse—as well as various excuses in the news 
—for pause or reaction. 

Yet reaction in two consecutive sessions last week— 
Wednesday and Thursday—took the industrials down 
only a trifle more than 1 point and was slightly more 
than balanced by fractional gains in the other four 
trading sessions. The rail average also showed a mod- 
est gain for the week, losing ground in only one mid- 
week session. 

Often more indicative than the selective daily averages, 
our weekly index of 290 issues was virtually unchanged 
for the week and within a split hair of the best previous 
level of the summer. By a small margin, our weekly 
average of 15 investment quality common stocks reached 
a new rally high; our average of 10 speculative preferred 
stocks added another half-point to its rise, again at- 
taining a new high for the entire period since the war 
began; while our averages of 10 medium grade preferreds 
and 10 armament equities dipped only nominally from 
the summer highs recorded in the preceding week. 

Taking into account both the market recovery which 
has already been experienced and the ever-present con- 
tingency of disturbing news developments. it would be 
foolish to venture any guess on the trend of the imme- 
diate future. Suffice it to say that we remain convinced 
that the potentiality of movement is greater on the side 
of advance than on the side of decline. If this is a cor- 
rect view, it means, of course, that no case can be made 
for extreme liquidity; and that the odds favor selective 
employment of investment and trading capital, subject 
to maintenance of prudent cash reserves as dictated by 
the individual’s circumstances. 

We can conceive of no near-term development which 
would prove a major surprise or shock to this market. 
It may be that certain of our national policies are still 
influenced by wishful thinking, but so far as the stock 
market is concerned wishful thinking ended with the fall 
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expect that the dynamic 
fluctuations in prices of 
individual equities would be downward. Instead, most 
of the earlier “war orphans”—for instance, International 
Nickel, Corn Products, Standard Oil of N. J., Climax 
Molybdenum, U.S. Rubber, General Foods and most of 
the formerly backward chemicals—have pulled well away 
from their lows in either points or percentage. And 
there have been spectacular advances in such issues as 
Case, Savage Arms, Pepsi-Cola and Western Union. 

As would be expected under the diverse influences 
which characterize a rapidly shifting war economy, it is 
a market of many cross-currents. Much more so than 
normally, it is a market of stocks. Profitable selection 
is a more difficult investment and speculative problem 
than in many years. What we are emphasizing here is 
the self-evident fact that profit-making opportunity in 
the market is not by any means extinct. 

We have said before—and still believe it—that good 
news from the Russian front probably would put the 
averages up more than bad news would put them down. 
The reason for this is that from the very start of the 
invasion the consensus of opinion on the military pros- 
pects of the Soviet has ranged from very dubious to very 
bearish. Therefore, large territorial gains by the Ger- 
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man forces have not been any kind of a surprise and even 
disintegration of the bulk of the Red Army—however 
unfortunate in long-run effect upon the cause of the Al- 
lies—would not be a major psychological shock. 

It is a setting in which even negatively favorable news 
from the eastern front can be bullish. We, of course, 
make no pretense of knowing what the actual situation 
is as of today. The German and Russian reports con- 
tinue to conflict in every respect except that, in general, 
the Germans are still advancing and the Russians are 
still hard-pressed on the defensive. 

What is of vital importance in relation to the over- 
all war contingencies of the next six to twelve months 
is the question of how long the Russians can put up 
even a fairly good rear-guard fight and how much the 
‘ampaign will cost Germany in terms of men, equip- 
ment, supplies and strain on her internal economy. The 
longer this particular war goes on, the more remote will 
become the prospect that Germany can either success- 
fully invade the British Isles or starve them out by se: 
and blockade operations. The longer it goes on, the 
greater the opportunity for the British to bomb German 
producing and transport facilities and for American war 
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production to attain proportions which will lengthen the 
odds decisively against ultimate German victory. 

At least so far as concerns the rest of 1941 and the 
winter of 1942, whatever happens in Russia will have 
been that much velvet for the British and for us. With- 
in these time limits Germany will in all probability have 
suffered a net loss in her war-effort potential against the 
British, for there are no quick industrial and agricultural 
harvests for the Nazis to garner in Russia. As you spec- 
ulate on the possibilities of continuing Russian resistance 
over the next few weeks, do not forget that only two 
months or so ago most of us were worried lest Stalin 
be forced to come actively into the war on the Avis side. 
In short, at least from an intermediate view of some 
months—and possibly much longer—we have more to 
gain from the Russian war than we have to lose. We 
will lose nothing that we previously had. We may gain 
more than we ever dreamed of. 

To be sure, all of the disturbing news is not out of 
Russia. President Roosevelt did not give any cheer to 
the market when he recently observed that he wanted 
Congress to adopt the Treasury’s plan of putting excess 
profits taxation solely on the base of return upon in- 
vested capital and when he warned us that a new tax 
bill could be expected every year through the duration 
of the war emergency. 

But there is slight reason to expect that the Treasury’s 
concept of excess profits taxation will be accepted by 
Congress in the pending legislation. As for a new tax 
bill every year—that is scarcely real news. We have had 
a new tax bill in every year since 1933 and two in 1940. 
In the past at least, this chronic uncertainty has not pre- 
vented occasional periods of market rise—some of them 
not half bad. 

Again, there was determined talk from Mr. Henderson 
over the week-end on the subject of earlier and faster 
curtailment of consumers’ durable goods industries in the 
interest of speeded defense. This may or may not result 
in proportionate action in the near future, but—in the 
case of stocks seriously affected by this question, these 
representing a minority of the list—we venture the as- 
sertion that there are few, if any, which have not already 
substantially discounted the prospect of reduced civilian 
volume and profits. 

Finally, we are nearing Congressional debate on a se- 
lective price-control bill, exempting wages and farm 
goods. If we can judge by the recent OPACS action in 
revising upward its previous ceiling on cotton goods, 
neither the bill—if adopted—nor its administration will 
be as rigid nor as destructive to corporate profits as many 
have feared. Moreover, you need only to glance down 
the list to note that there are a great many equities 
which either are not directly affected by the question of 
price control or which are already subject to prices con- 
troHed in one way or another by the Government. This 
consideration applies to steels, coppers, aircraft, ship- 
building, machine tools, utilities and railroads, to men- 
tion but a few that occur to us off-hand. 

Recently better-than-average technical performances 
have been shown by the following groups: Farm equip- 
ments, amusements, department stores, drugs and toilet 
articles, food brands, meat packing, paper and tires. 
Worse-than-average performances have been shown by 
baking (at a new low since (Please turn to page 432) 
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Keeping Ahea 


The Industrial Front 


Briggs Photo 


BY WARD GATES 


a curtailment in output of consumers’ 
durable goods (such as automobiles, refrigerators and 
other household appliances requiring use of scarcity 
metals) will be neither as rapid nor as drastic as loud 
Washington warnings imply—unless we reach an actual 
state of war, in which case various things now politically 
impossible will become feasible. Beating modern plough- 
shares into swords is easier said than done. It takes 
months of planning, preparation, tooling. Organized 
labor insists that change-over of consumers’ durable 
goods industries to armaments be gradual, lest hundreds 
of thousands of dues-paying union members be thrown 
out of work. Thus far Labor has consistently obtained 
about what it demanded. 


ax the living standard of the “average man” decline 
as we move further into a war economy? Yes—if the 
transition goes far enough. This year we will devote 
probably less than 15 per cent of our total production 
to defense and the other 85 per cent will be considerably 
larger than the total production of 1929. The probable 
arms production next year is unlikely to reach 25 per 
cent of total production. It will involve a selective 
readjustment of the American living standard rather 
than a painful net decline—fewer durable goods avail- 
able for consumers but more consumption goods and 
semi-durable goods. In most years total dollar sales of 
the latter two types of goods exceed total sales of con- 
sumers’ durable goods in a ratio of better than 6 to 1. 
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The present inventory of durable goods in consumers’ 
hands—radically expanded by tremendous forward buy- 
ing this year—has a long enough useful life to preclude 
any major change in our American way of life for several 
years. Defense-forced curtailment will have to go beyond 
new automobiles and home gadgets before our belt will 
be pulled in very much. 


ee 


—_ production and price trends indicate national 
income this year of at least $87,000,000,000. For Gov- 
ernment fiscal year, ending June 30, 1942, it can hardly 
be less than $92,000,000,000, and will be more unless 
today’s price inflation spiral is halted or slowed. Bulk 
of the gain in purchasing power centers in lower-bracket 
incomes, touched little or none by income taxes. Un- 
precedented demand for consumer goods is indicated for 
month to come—in fact, until Government sharply low- 
ers income tax exemptions and/or adopts forced savings 
program. ‘Trial balloon support for latter principle by 
A. F. of L. chief Green shows the way official thoughts 
are blowing. Meanwhile big question is whether the ad- 
ditional billions of consumer income can be spent without 
blowing prices through the roof. 


rr 


1 
S iver consumer industries which do not impinge on 
defense will not be able to buy machinery, and may 
eventually be short of labor, how can they expand 
production sufficiently to meet the greatly enlarged 
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demand? There is only one answer: By eliminating 
much of the large “economic waste” that is normal in 
peace-time commercial practice. Measured by engineer- 
ing standards, such waste is far greater here than in any 
other country. To stimulate sales in a normal buyers’ 
market, manufacturers are under constant competitive 
pressure to offer a multiplicity of styles, designs and 
models and to alter them at frequent intervals. Products 
must be constantly “improved” in sales appeal. In 
many goods obsolescence in sales-appeal qualities often 
runs well ahead of obsolescence in actual useful life. 
In a protracted sellers’ market 


be a temporary pause in retail trade gains, following 
weeks of active buying in anticipation of higher prices. 


iiicieidiaitiiints output of capital goods is steadily 
expanding the nation’s total productive capacity. At the 
same time abatement of strikes and increase in three- 
shift operating schedules is making for greater use of 
existing capacity. Earlier estimates of maximum pos- 
sible production in the second half of the year—in terms 
of the Reserve Board index—now need upward revision. 
Maximum for December is estimated around 165-168, 

comparing with 155 (prelimin- 





manufacturers are not only 
free but under powerful eco- 
nomic pressure to expand pro- 
duction and reduce unit costs 
by standardizing on a radically 
reduced number of styles and 
designs. In World War I this 
change was largely responsible 
for industry’s ability to meet 
efficiently the sharply increased 
demand for “soft” goods and 
semi-durable goods. In_ this 
respect history will repeat. The 
Government is urging much 
increased standardization in 
consumer products and_ the 
self-interest of industry will in- 
creasingly mesh with this offi- 
cial objective. 


for other purposes. 


Trends and Projections 


Curtailment in consumers’ durable goods 
will not come as soon as is commonly sup- 
posed. Because of employment factor or- 
ganized labor strongly opposes drastic ac- 
tion and will not be over-ridden while 
country is still technically at peace. 

Steady expansion in facilities and in- 
crease in 3-shift operating schedules will rise in first quarter. This 
lift upper limit of 1941 industrial activity 
to around 165-168 for December. against 
estimate of 155 for June and 115 at start 
of armament program. 


Production picture this year is about 15 
per cent of total for defense, 85 per cent 
Ratio next year can 
hardly be above 25 defense, 75 all other. 


ary estimate) for June and 115 
in May, 1940, the month in 
which the U. S. embarked on 
the arms program. 


rr 


= of new orders for con- 
sumers’ general merchandise 
has been declining for about 
three months, following huge 


is chiefly because foresighted 
buyers, who placed orders 
earlier in anticipation of the 
rush, withdrew temporarily 
from the market, and because 
in most cases nearby deliveries 
vannot be had in any event. 
Unless new orders continue 





As growing scarcities develop 
in consumers’ “hard” goods, 
the effects upon merchandising 


Consumer industries able to get materials, 
but not additional machinery, will have to 
adopt radical standardization of styles and 
designs in order to turn out volume equal to 
indicated coming demand for consumption 


down for another two to three 
months, only backlogs—rather 
than production—should be af- 
fected. In relation to total pro- 
duction, any slackening in con- 





enterprises will vary greatly. 
For instance, an important 
volume of the sales of Sears. 
Roebuck and Montgomery 
Ward is in “hard” goods, such 
as household appliances, farm 


and semi-durable goods. 


Supply of durable goods now in con- 
sumer hands is large enough to preclude 
significant pinch in the general living 
standard for several years to come. 


sumer lines will be more than 
balanced by activity of the 
heavy industries, although 
brief, erratic fluctuations must 
be allowed for as they are char- 
acteristic of any capacity ac- 





equipment, tires, hardware, etc. 

Western Auto Supply and Davega Stores will have sup- 
ply difficulties. Dealing exclusively in “soft” goods or 
semi-durables, the least supply troubles will be encoun- 
tered by such enterprises as J. C. Penney, Melville Shoe, 
Bond Stores and, of course, the grocery chains. Variety 
chains, such as Woolworth, Kresge, Murphy, can prob- 
ably make up on other items what they lose from scarcity 
of low-price “hard” goods. Among leading department 
stores, Macy does a considerable business in durable 
voods, while Best does none. For most department stores 
the “hard” lines are relatively unimportant in volume 
and even more so in profits. According to a recent report 
by the controllers’ congress of the National Retail Dry 
Goods Association, covering operating results of depart- 
ment stores and specialty shops, refrigerators and other 
major household appliances were sold at a loss in 1940, 
despite sharply higher volume. It is thus apparent that 
shift of consumer demand from scarce durable goods to 
“soft” goods will substantially benefit most department 
stores. For the immediate future, however, there may 
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tivity period. More things can 
go wrong with your car when you drive 70 miles an hour 
than at a 40-mile pace. 


———— 


Wars this year ends a total of approximately 11,500,- 
000 new passenger cars will have been sold in the U.S. in 
the three-year period 1939-41. For 1941 alone it should 
be not far from 5,000,000. Much of this is buying based 
on expectation of 1942 scarcity and higher prices. Even 
if there was no shortage next year, sales would drop sub- 
stantially after such an exaggerated buying wave. In 
mechanical refrigerators there is a similar situation. 
Sales this year will approximate the unprecedented total 
of 3,000,000 units—on top of 2,522,000 units in 1940— 
or nearly double the annual average of the five years 
1935-1939. The new sale market has thus been swept a 
long step nearer the saturation point. Turning back to 
automobiles, if output next year should be cut 40 per 
cent from 1941 total, the remaining production, would 
nevertheless be close to that of 1935-1939 average. 
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Can You Make Money 


In War Industries? 





Diverse Profit Potentials for 
Many Armament Companies 


Calls for Investor Selectivity 


BY J. C. CLIFFORD 


M.W.S. INDEX 


‘Te defense program is rapidly gaining speed 
along the road to taking over the American 
economy and in making itself felt as a potential 
force throughout the world in promoting the 
democratic way of life. Our initial arms program 
in 1940 called for the expenditure of about 
$4,800,000,000, which at the time seemed a huge 
sum. But as the months rolled by, the arma- 
ment production program grew speedily, and 
the National Association of Manufacturers’ re- 
port now places “the extent of United States 
commitments to date” at $51,575,000,000, in- 
cluding $40,869,000,000 to come from general 
funds, $7,000,000,000 from the Lease-Lend Act 
and $3,706,000,000 representing miscellaneous 
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British orders. 

About $23,000,000,000 of amounts actually 
authorized (approximating $43,000,000,000) al- 
ready have been awarded, and judging from the present 
heavy volume of contract awards, the program should 


be not far from fully committed either by contract or 


letters of intent by the end of the current year. Actual 
expenditures (disbursements by the Treasury in real 
payment of defense bills) already total more than 
$8,000,000,000, and military deliveries are rising fast. 
Growth of the tidal wave of spending is indicated in 
the spending schedule of $1,884,000,000 for 1940, $17,- 
000,000,000 for the current year, $23,000,000,000 for 
1942 and $9,691,000,000 for 1943 and later. 

Upward revisions of this schedule are in the making. 
Recently, President Roosevelt requested supplemental 
appropriations and authorizations for the Army, Navy 
and Maritime Commission aggregating $8,000,000,000, 
while other Government officials indicate that $30,000,- 
000,000 to $40,000,000,000 annually must be spent on 
arming if we are to come close to keeping pace with 
the new Greater Germany. 
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Colorado Fuel & Iron Photo 


Before proceeding to analysis of how various companies 
are affected by armament contracts, the general direc- 
tion of the major portions of such contracts should be 
indicated, for basic background purposes. For airplanes, 
the current program objective involves appropriations of 
over $8,000,000,000, while $5,000,000,000 in orders have 
been awarded. Naval ships include appropriations of 
about $7,000,000,000, with about $4,500,000,000 awarded. 
Ordnance (guns, ammunition, combat vehicles, etc.) ex- 
ceed $8,000,000,000, with more than $4,000,000,000 
awarded. Other military equipment (clothing, engineer- 
ing and signal needs, etc.) has an appropriation of 
$3,000,000,000, with about $2,300,000,000 awarded. 

Other large items in the defense program include 
$5,000,000,000 appropriated for industrial facilities, with 
$2,500,000,000 awarded; $4,200,000,000 for pay, sub- 
sistence and travel (about $1,200,000,000 expended) ; 
$3,100,000,000 for non-industrial military posts, forts, 
depots, etc. ($2,300,000,000 awarded) ; $2,000,000,000 for 
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merchant ships ($1,000,000,000 awarded) , with a $1,246,- 
650,000 additional fund recently requested by the Presi- 
dent; $1,000,000,000 for a stockpile program (about 
$500,000,000 awarded) ; and over $500,000,000 for hous- 
ing, with around $300,000,000 awarded. 

Some details of the specific company awards to date 
are public property, but many have not been announced, 
particularly since the Navy stopped making public its 
contracts, beginning June 4. In any event, thorough 
analysis is necessary, for the relative benefits which 
various companies will experience from the contracts are 
broadly diverse. To help our readers appraise the vary- 
ing profit potentials in armament companies, we are 
making two basic classifications of a number of specific 
companies in this article: first, war boom leaders, 
covering companies with facilities quickly utilized at 
capacity; second, the lesser beneficiaries of the war boom, 
including a number of companies retarded by the tooling- 
up time factor, as well as many companies with earnings 
likely to be disrupted as a result of disturbed peace-time 
business. 

The leaders in the select first category (many smaller 
companies not included) include Allison Engine (air- 
craft subsidiary of General Motors) , with over $600,000,- 
000 in orders; American Car & Foundry, with over 
$70,000,000 in defense orders; American Locomotive, 
with more than $43,000,000 in armament orders and 
other companies with current defense orders approxi- 
mately as follows: American Shipbuilding, $40,250,000; 
American Woolen $70,000,000; Bath Iron Works, $191,- 
000,000; Bendix Aviation, $130,000,000; Bethlehem Steel 
(mostly shipbuilding subsidiary) , $1,300,000,000; Boeing 
Airplane, $260,000,000, and Consolidated Aircraft, $700,- 
000,000. 

Others in this top category include: Curtiss-Wright, 
with $850,000,000; Douglas, $650,000,000; Electric Boat, 
$160,000,000; Lockheed, $310,000,000; Glenn L. Martin, 
$550,000,000; Newport News Shipbuilding, $500,000,000; 
New York Shipbuilding, $600,000,000; North American 
Aviation, $325,000,000; Remington Arms, $250,000,000; 


Savage Arms, $45,000,000; Sperry Corp., $155,000,000; j 


Sun Oil shipbuilding subsidiary, $197,000,000; United 
Aircraft, $575,000,000; Western Cartridge, $106,000,000; 
White Motor, $46,000,000; Yellow Truck, $138,000,000, 
and U. S. Steel, $500,000,000 (mostly the shipbuilding 
subsidiary) . 

These companies are still tooling up, but only to make 
preparations for larger expansion of production; they are 
in each instance off to a tremendous start as to output 
and as to being set for a favorable earnings showing, 











Top photo shows scene at the Santa Monica, Cal., 

Douglas Aircraft Co., typical defense beneficiary which was 

able to take armament work without great plant changes and 

tooling. Such speedy blending into military production was 

less easy in the instance of Allis-Chalmers Mfg. Co., workmen 

of which are shown in lower photo turning out turbine spindles 
and other products for Navy ships. 
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subject, of course, to the type and severity of the tax 
schedule for this year. These are leaders among the 
green-light companies; it is to help them and other 
armament producers that the Government is establish- 
ing priorities and price ceilings, and their favorite-son 
status will grow steadily, even to the extent of allowing 
relatively good profit margins, at least until the arma- 
ment emergency is over. 

The second category (secondary ben- 
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10 ARMAMENT STOCKS // number of companies in the auto acces- 

Senne — -— sory, auto, agricultural machinery, office 
y equipment and numerous other fields. 
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hand is purely military. Such uses create retarding 
influences and problems, such as product design, pro- 


duction methods, conversion of machinery and other. 


adjustments. As subcontracting spreads, in line with 
economic necessity and Administration pressure, com- 
panies falling in this category will increase materially. 

Some of the more prominent examples of companies 
in this classification and the types of defense orders 
which they have received are: Allis-Chalmers—naval 
ship and other defense materials; American Brake Shoe 
& Foundry—orders for ammunition components; Ameri- 
can Type Founders—artillery material; Blaw-Knox—gun 
equipment; Bohn Aluminum & Brass—ammunition com- 
ponents; Borg-Warner—fuses and aircraft parts; Briggs 
& Stratton—ammunition components; Budd Wheel 
shells; Chain Belt—artillery material; Chrysler—tanks 
and other equipment; Crosley Corp.—field range equip- 
ment; Crown Cork & Seal—small arms materials; Electric 
Household Utilities—ammunition parts; General Motors 
—miscellaneous military equipment; and Goodyear Tire 
& Rubber—airships and miscellaneous materials. 

A few more of the outstanding examples in_ this 
category include: R. Hoe & Co.—artillery materials; 
International Business Machines—aircraft cannon and 
miscellaneous; Kelsey-Hayes Wheel—projectile material; 
Link Belt—ammunition components; Motor Wheel— 
shells; Mullins Manufacturing—ammunition 




















compo- 
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nents; Nash-Kelvinator—aircraft parts; National Cash 
Register—ammunition components; National Supply— 
ammunition components; Oliver Farm Equipment— 
signal projectors and miscellaneous; Packard Motor— 
aircraft engines and parts; Stewart Warner—ammunition 
components; Studebaker Corp.—aircraft engines and 
parts; United Engineering & Foundry—guns; United 
Shoe Machinery—guns and miscellaneous; Walworth— 
ammunition components; Willys-Overland Motors—am- 
munition components; and Worthington Pump—artillery 
material. 

Not only is the tooling-up and preparatory process in 
itself expensive, but it is often detrimental to profits, 
especially if it means the pushing aside of the regular 
business of the corporation. The carrying out of defense 
contracts in their preliminary stages may be profitless 
work, indeed. This is demonstrated on a major scale 
by Chrysler Corporation’s recent report that it has de- 
livered to the armed forces more than $31,000,000 of 
defense materials, much of which actually has been 
delivered ahead of schedule. As to profits, however, 
it is noteworthy that on this total delivered the com- 
pany was able to net only $13,295 in profits, or a margin 
of 1/25 of 1 per cent. 

It is reasonable, of course, to expect higher profits 
after production grooves into routine, but on the other 
hand Chrysler, as in the case of other automotive manu- 
facturers, is scheduled to incur a considerable reduction 
in auto production—in an endeavor to make way for 
the defense program. As wages and other costs rise, 
and overhead expenses per unit are advanced by smaller 
output, profits will decline on regular production, while 
it is unlikely that losses can be counterbalanced by gains 
in armament business. In instances of this type, price- 
fixing comes close to being the breaking-point straw, 
since higher prices are about the only means left to 
prevent sharp declines in profit margins. This fact 
explains Chrysler’s determination in standing pat on 
price increases despite the O PACS order. 

Recognizing the lean-period nature of machinery 
switchover periods, the Government is financing many 
new developments along these lines, and is itself build- 
ing munitions and related plants. The procedure is to 
send letters of intent to the corporation scheduled to 
produce the goods, before waiting for the sometimes 
lengthy formalities of assigning specific contracts. Un- 
derstanding then is that the Government—recognizing 
the likely disruption to the regular business of the cor- 
poration and anxious to promote speed—will reimburse 
the company for its preparatory work. 

A few recent examples include the Army Air Corps’ 
agreement to reimburse Studebaker Corp. up to a 
$65,000,000 total for the purchase of jigs, dies, tools and 
other equipment necessary for producing aircraft engines 
and miscellaneous products. Nash-Kelvinator likewise 
is reported to have received a War Department letter 
of intent guaranteeing up to $21,000,000 as reimburse- 
ment for tools and other equipment in producing 
propeller assemblies. Another example is Hayes In- 
dustries, which would be paid up to about $4,500,000 for 
jigs, dies and other tools for manufacturing wheel and 
brake assemblies. Some of the smaller intent-letter 
examples are B. F. Goodrich, which would be reimbursed 
up to $1,500,000, Goodyear (Please turn to page 429) 
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If Hitler Beats Stalin 


Br ¥. &. 


QO. all the different topics that this department has 
been called upon to discuss, the present one is probably 
the most difficult to evaluate. It seems to be bristling 
with “ifs” and “buts” and to be dependent upon a whole 
array of imponderables. There is the revolutionary 
psychology and new national consciousness of the Rus- 
sian masses to consider, as well as the ability of the 
Germans to reorganize the huge Russian industrial ma- 
chine and to develop the transportation system in time 
to offset the effects of America’s mobilization for war. 

It seems, at the time of this writing, that the Russians’ 
chances of stopping the German military machine west 
of Moscow are diminishing. Nevertheless, the collapse 
of the Soviet Union may still be far off, unless, of course, 
there sets in demoralization such as gripped France last 
year. Russia has always been a sort of mystery land 
to the Westerners. Something unforeseen—even in the 
nature of a miracle—might still happen, and it is not 
impossible that we shall be asked someday to write on 
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“If Stalin Beats Hitler.” 
this department knows no more than 
startling crusade 


the theme: 

To be sure, 
anyone else what turn the Fuehrer’s 
will take. The German military machine, despite its 
efficiency, may become bogged down in the vast hinter- 
lands beyond Moscow. In any ease, the prospect of the 
Nazis establishing themselves in Eastern Siberia within 
bombing range of Alaska appears remote just now. It 
is the writer’s belief that the war on the USSR upset the 
average German, and that for the first time since the 
outbreak of the Second World War, Hitler’s crusaders 
lack the revolutionary zeal that characterized their 
earlier campaigns against the “old order” in western 
Europe. At any rate, we cannot escape the possibility 
that somehow, somewhere in the process of destroying 
the Soviet Union, the efficient Nazi wreckers will destroy 
their own “new order” on the Continent. 

Before attempting to answer the question as to what 
economic and political effects Hitler’s conquest of the 
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Soviet Union would have upon the world in general and 
upon the United States in particular, let us consider 
what kind of country the Soviet Union has developed 
into during the past twenty years. Let us consider, too, 
what chances the Germans would have in organizing her 
into a supplier of foodstuffs and raw materials before the 
final struggle against the British Empire and the United 
States for political and economic domination takes place. 

This will involve a brief survey of economic geography 
and a consideration of the many social and economic 
changes that have taken place since 1917. Tons of 
material has been written about the socialist experiment 
in the Soviet Union, but it is almost impossible to 
separate the chaff from the grain, since practically every 
interpreter has had an axe to grind. This is true even 
of the data published by the Soviet Government. One 
undisputed fact, however, is that in the 1937-40 period 
the Soviet industrial output was four to five times larger 
than in 1913 or 1928. It can not be denied that the 
USSR has now reached a high degree of self-sufficiency, 
partly, of course, because of the relatively low per capita 





to smelt ores, while iron ores from the Urals traveled 
more than 1,500 miles to the Kuznetsk Basin to be 
smelted there. The Donets and Ural areas did not 
have, up to recently, even a direct rail connection. 

Thus the problem of adequate internal transportation — 
facilities has come to be increasingly important. The | 
railway mileage was increased some 50 per cent within | 
the last 20 years, and such important arteries as the 
Turk-Sib Railway, the Second Trans-Siberian, and the 7 
Balkish Railway (tapping copper resources in Central ~ 
Asia) were added. Despite this, the vast continent, @ 
which the Soviet Union really is, equivalent to the # 
entire North and Central America, has but 65,000 miles — 
of railways, or about one-third as much as the United @ 
States. The Soviets have attempted to overcome this — 
handicap by intensive railway development, heavier en- § 
gines, and larger freight cars. As a result, the traffic © 
density of Russian railways is about twice as high as 
in this country; it borders on congestion, since the 
efficiency is lower. 

The Soviet Union has some 70,000 miles of navigable 
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consumption. waterways, but their use is limited by the fact that most ql 
This article does not pretend to answer of the 
whether “the growing pains of industrializa- I versa, 
tion” were excessive in wastefulness, mis- east. 
management, unwise planning, disregard of Growth of Soviet Russia for loc 
human life in privation of large social groups. H only fe 
Nor does it undertake to decide whether the 1913—1940 i The b 
competitive capitalist system would have done i recent 
better, considering the Russian situation in — SS OF OS OE Tie 
1917. It may be best simply to accept the PoPvlation (000,000) ~ - sd = - on the 
opinion of such a careful student of Russian —_U*®#" Population (000,000)... a a 7” vi ae ear a inal 
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book “Workers Before and After Lenin,”  gydget (000,000 rubles)... i Sadie 6,670 30,283 123,996 173,259 ff were t 
seems to believe that the fast tempo of the i sumer 
pre-war industrialization would have carried —_¢44) ¢990,000 tons). ...... “a «<2 <s <e sec? 
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the broad trends of industrialization and of visual 
the mechanization of agriculture, and their Consumption Goods the n 
effects. Generally speaking, the First Five Paper (000 tons). .... 22.2020. cece serceeee 197 285 4719 eer ie 
: Woolen Cloth (000,000 m.)................ 103 93 89 | ee 
Year Plan (1928-82) favored the Old n-  Coston Cloth Nee......-.....6...... 2,224 2,778 2694 3,491 ........ and @ 
dustrial centers, notably the Ukraine (Donets 4.45 (000,000 paint).......-.-.--6c0e0 ee 145 ee ) cente! 
Basin) and the region around Moscow. It its lat 
was characterized by huge plants. The Second — yyansp. and Machinery hold in 
Five Year Plan (1933-37), launched at the — Automobiles and Trucks (000 units)......... ane 1 24 ee | Volga 
time of the coming into power of the Nazi _— Tractors.............-..0...0000seeee seuss 1 51 eee The ] 
Party in Germany, concentrated on the de- — Combines..........-.- 0... 20s 0eeesee ees a a 10 safes: high 
velopment of industries in the East and South- _Freight Cars... ....-.-.-.--.0202se esses ” - - ee ee plant 
east, for strategic reasons. Advantage was Freight Traffic (000,000 tons)..............- 132 187 268 Se ose dk | 
taken of the fact that the Russian natural , regio 
Bie Se Agriculture 
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ization. Cotton (000,000 cent.)..............600005 7 re 13 27 25 Th 
Since the new industrial areas were far from Suger beet (000,000 cent.)................. 109 101 66 167 210 depo: 
self-sufficient, there sprang up considerable — Grain (000 cent.)...................00005. 801 733 699 1,203 1,196 Go 3, 
exchange of raw materials and products, (e) Partly estimated. of tk 
which, because of the great distances in- Source: American Review on the Soviet Union and others. tract 
volved, placed a special strain on transpor- are | 
tation. Coal had to be brought to the Urals the ] 
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of the principal rivers flow from north to south or vice 
versa, Whereas the bulk of traffic moves from west to 
east. As a consequence they carry mostly bulky cargoes 
for local distribution. Frost is another obstacle, not 
' only for waterway traffic but also the highway building. 
"The building of highways has been stressed only in 
Srecent years, and motor traffic is still negligible. 

| The Third Five Year Plan (1938-42) has concentrated 
‘on the diversification of various industrial regions, partly 
» to make them more self-supporting in case of war, partly 
to relieve transportation facilities. The new factories 
were to be relatively small, and the development of con- 
/sumers’ goods industries, badly neglected by the first 
, two Plans, was stressed. However, as a consequence of 
) rearmament, workers’ fatigue, and the neglect of ma- 
}chinery, the execution of the Third Plan appears to 
| have made slow progress. 

| To gain an idea of what problems were involved in 
industrial decentralization and in transportation, let us 
visualize various Russian industrial areas transposed on 
-the map of the United States and Canada. Let us 
assume that Leningrad, the seat of many light industries 
and armament works and one of the oldest industrial 
centers, lies off the south coast of Alaska, with which 
its latitude closely corresponds. The position of another 
old industrial area comprising the Moscow and upper 

Volga region, would be somewhere in British Columbia. 

The Moscow region, formerly the textile center, has now 
highly diversified industries, including machine building 
plants and chemical works. In relation to Leningrad 
and Moscow, the third and largest of the industrial 
regions, the Donets Basin, would be somewhere in 
Northwestern Montana. The black soil of the Ukraine 
corresponds, in extent and latitude, to the states of 
Oregon and Washington. 

The importance of the Donets Basin lies in the large 
deposits of iron ore (at Krivoi Rog, 59 per cent of the 
Soviet total), good coking coal (also about 60 per cent 
of the Union’s production) and salt deposits. Large 
tractor, locomotive and agricultural machinery plants 
are located there. Additional power is obtained from 
the Dnieper River and from petroleum piped from an- 
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Blast furnaces of the Magnitogorsk Iron and Steel Works. 


other industrial region that sprang up around 
the Caucasian oil fields in the South. Baku 
would be located on the map of North America 
around Denver. 

The most promising is the vast industrial area 
based upon the mineral resources of the Urals. 
Its future fuel will undoubtedly be petroleum 
and natural gas, large deposits of which have 
already been tapped. In the meantime, how- 
ever, much coal has to be hauled from another 
newly developed industrial region, the Kuznetsk 
Basin, located over 1,500 miles to the East, and 
based on the mineral wealth of the Altai Moun- 
tains. On the map of North America, the Ural 
and Kuznetsk industrial areas would correspond 
to Manitoba and Quebec respectively. To the 
south, around Taskent in Central Asia, close 
to the Soviet cotton growing region, is another 
industrial region noted chiefly for consumers” 
goods industries and chemicals. Its location 
would correspond roughly to Tennessee. 

Further eastward the Soviets are developing 
an industrial section around Lake Baikal and another 
one near the mouth of the Amur River, with the new 
city of Komsomolsk as the center. On the map of our 
continent, the Balkai and Amur region would be located 
somewhere near Newfoundland and southeast of Iceland 
respectively. In other words, the Soviet industrial re- 
gions stretch, roughly, over a distance equal to that from 
Alaska to the coast of Europe. 


Industrial Population Soars 


Industrialization has resulted in more than doubling 
of urban population since 1928 (56,000,000 in 1938, or 
about 33 per cent of the total). At present there are 
some 90 cities with a population of 100,000, as compared 
with 21 in 1914. ‘Some places have grown up in a 
wilderness or a desert, for example, Komsomolsk (over 
100,000, steel works, Amur region), Magnitogorsk 
(145,000, iron ore, Ural), Karaganda (166,000, copper, 
Central Asia), and Alma-Ata (230,000, railway works, 
Central Asia). The Kuznetsk Basin has at least 5 cities 
ranging between 100,000 and 200,000, none of which is 
on our maps, while in the Ural industrial region, there 
are about 10 cities ranging from 100,000 to 400,000. 
Urbanization must have had its influence upon the com- 
position of the Red Army. The popular belief that it 
is composed of illiterate country yokels is no longer true. 

The growth of urban industrial population has also 
restricted agricultural surpluses, especially those of grain 
and sugar that used to be exported. As will be seen 
from the accompanying table, the area under cultivation 
showed only a relatively small increase in the 1913-1938 
period, although larger yields were obtained as a result 
of improved cultivation. In this respect it may also be 
added that the Ukraine remains the chief surplus region, 
but that as a result of the extension of the agricultural 
production belt northward and eastward, her participa- 
tion in the Soviet totals of various agricultural products 
has been steadily declining. About one--fifth of the 
Soviet Union acreage under crops was located in the 
Ukraine in recent years. 

As a matter of fact, the (Please turn to page 430) 
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Where Are the Stockholders’ Pensions? 


Last in Line at the Paying Teller's Window, Equity . 


Owners Wonder If They Are to Be the Forgotten Men 


BY LAURENCE STERN 


; self-interest of stockholders is obviously in increas- 
ing conflict with those of government and labor. Taxes 
and wage costs have long been rising, whereas dividends 
—although currently in a partial recovery—reflect a 
long term downward trend. 

Moreover, as a general thing, the former community 
of self-interest between the stockholder and his corpo- 
rate management is tending to 


capital facilities. In the second place, stock prices have 
been low and bond prices very high, with the result 
that the minority of companies resorting to new security 
financing have, in the vast majority of cases, offered 

bonds rather than additional stock. 
In the coming war economy there will be no net ex- 
pansion of the capital facilities of non-defense industries; 
and capital expansion of de- 





become largely theoretical. 


fense industries will be financed 


“Absentee ownership,” of course, 
is nothing new. Its development 
was inevitable in the growth of 
huge enterprises and the diffu- 
sion of equity ownership among 
millions of individuals scattered 
through the country and, indeed, 
the world. Also inevitable, it 
cut a widening gap between 
shareholders and executive man- 
agers. That it made possible cer- 
tain abuses conflicting with the 
interest of the investing public 
especially during the specula- 
tive orgy of the late °20’s—is 
undeniable. 

But on top of this there is a 





The average stockholder is well 
aware of the handicaps of “absentee 
ownership” under which he is actually 
remote from his corporate managers, 
although theoretically and technically 
their employer. 

This article points out that new 
pressures are tending further to widen 
the gap between shareholders and 
management by weakening the bond 
of mutual self-interest. It offers no 
remedies, proposals or panaceas. 

What do you think? The Magazine 
of Wall Street solicits your letters. As 
stockholder, what do you want and ex- 
pect of your corporate management? 
As corporate executive, what do you 
want and expect of your stockholders? 


in major degree by Government 
money, in minor degree out of 
surplus profits and virtually not 
at all by corporate security f- 
nancing. And that, of course, 
is not all. In effect, the Govern- 
ment will increasingly determine 
what enterprise will produce 
what products, what materials 
will be used, what prices will 
be charged, what wages will be 
paid, what hours will be worked. 

As a practical matter what 
does this boil down to? Answer: 
increased pressure on corporate 
management to “play ball” with 
the Government, still further re- 


more recent and more dynamic 


duction in the pressure to “play 





development which tends further 

to widen the gap between self-interest of management 
and self-interest of the absentee stockholders. This is 
the growing degree of Government regulation of cor- 
porate enterprise—accelerating rapidly in the defense 
emergency and threatening to endure in considerable, 
if not maximum, extent after the war; and the increasing 
dependence of business volume upon Government spend- 
ing rather than the long term investment of the savings 
of individuals. 

The interest of management in the question of equity 
financing has been radically reduced in recent years 
in the great majority of cases. In the first place, 
billions of Government money—circulating through the 
economic system from the bottom up—has wound up as 
increased bank deposits of corporations: surplus profits 
and depreciation reserves available for expansion of 
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ball” with stockholders. 

In such a situation the total remuneration and _per- 
quisites of corporate executives as a class can probably 
be expected to increase more than enough in the aggre- 
gate to offset higher personal income taxes; dividends 
of many non-defense enterprises will be lower; dividends 
of defense companies will be lower in relation to the 
volume of business done; although higher in actual 
aggregate amount for the duration of the armament 
activity. 

It would, of course, be exceedingly childish to lay 
any significant part of the worries of absentee share- 
holders at the feet of corporate managers personally. 
They are themselves pawns in the larger game, evel 
though less so than the absentee stockholder. The high 
degree of absentee ownership is just one of those things 
that came about, wholly impersonal. And _ certainly 


THE MAGAZINE OF WALL STREET 














co 


fre 


th 
m: 
m 


pe 
ea 
ta 


of 
pa 
pl 
ho 
sn 
fir 


lis 
ity 
an 
to 
bi 
th 
m 
to 





9? 


have 
esult 
Irity 
‘ered 


L eX: 
ries; 
de- 
need 
nent 
it of 
not 
v fi 
urse, 
ern- 
mine 
duce 
rials 
will 
l be 
‘ked. 
vhat 
wer: 
rate 
with 
r re- 
play 


per- 
ably 
gre- 
ends 
onds 

the 
tual 
nent 


lay 
are- 
ally. 
ven 
high 
ings 


inly 


.EET 








distributed. It amounts to approxi- 
mately 26 cents per share of combined 





DIVIDEND INDEX 
L3 OF U.S. CORPORATIONS 


common and common “B” shares now 
outstanding; and this 26 cents compares 
with earnings on these shares of $5.59 





last year and with taxes amounting, for 
1940, to about $2.37 per share. These 
figures were compiled by the writer. 





They are not to be found in the com- 
pany’s annual report nor in other re- 
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leases. Even though American Tobacco’s 
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management is approved, by record vote, 
by nearly 97 per cent of the stockholders, 
in the writer’s view it would have been 





eee P 3” 
INDUSTRIAL 
PRODUCTION 


a, 


wiser policy—with respect both to pub- 
lic relations and relations with stock- 
holders—to present in company releases 








the facts on executive remuneration in 
some such detailed way as here pre- 
sented. Attack by even a small minority 








of stockholders can, and not infrequently 
does, subject corporate management to 











corporate management has not prayed for a war economy, 
Federal regulation, union organization of plants. Far 
from it. 

As for executive remuneration and such perquisites 
as pensions and stock options, it is principle—and often 
the absence of full and frank information—that agitates 
many stockholders rather than the amount of company 
money involved. Usually the total remuneration of top 
executives of successful companies is but a few cents 
per share of outstanding stock, a small percentage of 
earnings per share, and a trifle in comparison with total 
taxes per share. 

For instance, let us comment briefly on several aspects 
of the American Tobacco Company’s executive bonus 
payments since they have been subject to considerable 
publicity growing out of criticism of minority stock- 
holders and since they figure in litigation initiated by one 
small stockholder—in the name of the company—against 
five top executives. 

(1) The bonus plan itself is valid, having been estab- 
lished on express authorization of stockholders by major- 
ity vote. And it was re-ratified at the company’s last 
annual meeting when proposals of minority shareholders 
to change it were disapproved by 96.7 per cent com- 
bined vote of preferred and common stockholders. If 
there is any fair and workable way of determining such 
matters except by majority vote of the owners, it is yet 
to be invented. 

(2) The central issue of the litigation, which has yet 
to be passed upon by the higher courts, is whether 
executive bonus payments over the period 1927-1939 
were over-calculated by the company’s treasurer to the 
extent of $2,168,023 out of total bonus payments of 
$11,672,920. 

(3) It is stated that the five executives drew total 
remuneration of $15,457,919 over the period 1927-1939. 
That sounds like a huge sum—but it was equivalent 
to approximately 4.1 per cent of net earnings for the 
period and to about 4.5 per cent of total dividends 
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invidious publicity. 

I have before me the 1940 report of 
the General Motors Corporation. It is 
a booklet of 83 pages of text, tables and charts. Every- 
thing that any stockholder, employee or curious citizen 
might resonably want to know about the company is 
in it. Executive remuneration is revealed in great de- 
tail, four and one-half pages being devoted to it. It 
defines the company’s executive management as con- 
sisting of 181 individuals, shows that total cost for such 
management in 1940 was 14 cents per share, against 
earnings of $4.32 per share; that it was 3 cents per 
dollar of profits, 2 cents per dollar of payroll and one-half 
of 1 per cent of dollar sales. For each of the three highest 
paid executives, maximum and minimum total compen- 
sation, as well as average annual compensation, is shown 
for a ten-year period. 


Putting the Cards Face Up 


As compared to the picture revealed by General 
Motors, the Chrysler reports are sketchy—yet, even so, 
in completeness they are superior to most corporate 
releases. In truth, the majority of managements have 
not yet gone nearly far enough toward putting their 
cards face up on the table in their relations with stock- 
holders. 

In this publication’s continuous contact with many 
thousands of stockholders, there is clear evidence that 
a large majority more vigorously oppose the idea of 
pensions for highly paid executives than almost any 
other perquisite for management. Possibly the argument 
for executive pensions has a certain plausibility: (1) 
Because of reduced personal financial worries, the execu- 
tive should be more efficient; (2) a pension system would 
make directing boards more likely to retire super- 
annuated chief executives, making way for younger and 
more efficient executives. 

But, however small the pension cost on a per share 
basis, most stockholders gag on the principle. Many 
of them have worked long and hard to acquire savings 
for old age security—out of (Please turn to page 431) 
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Iceland coup cost President Roosevelt some votes in 
Congress. This will become apparent in debate on new 
lend-lease appropriations. Many Congressmen on both 
sides of the political aisle who have been stringing 
along on interventionist short-of-war willingness are 
now convinced the White House wants to start a shoot- 
ing fracas. Some don’t like this for personal reasons and 
others because of what they hear from back home. At 
any rate, they are apt to demand a complete reappraisal 
of American foreign policy and retard lend-lease appro- 
priations in so doing. 


Pacific crisis has been shoved temporarily into the back 
ground by President Roosevelt’s eastward thrust of 
Western Hemisphere borders. The Navy is rapidly 
shifting key men from Pacific to Atlantic. That doesn’t 
mean the withdrawal of formidable Army and Navy 
forces from the Far East. They will continue to parade 





WASHINGTON SEES: 


Congress has become the price control bottle- 
neck. It's reluctant to pass a strong price-fixing law. 
Roosevelt doesn't want a weak one. This deadlock 
can't be broken without concessions by both sides. 
Even that will take time. 


Meanwhile, rising prices appear to have gotten 
away from Price Administrator Leon Henderson. 
The commodities index is zooming. A substantial 
faction of industry has defied Henderson's “indirect 
sanctions.’ Agricultural politicians have whacked 
him soundly and promised real damage unless he lays 
off crop and livestock prices. Wage boosts are 
needling prices up the inflation spiral. Henderson 
tacitly admits he's licked without a statutory black- 
jack. 


There's ample cause for believing Congress never 
will write legislation enthroning Henderson as price 
czar. An independent three or five man board is 
favored. This would have greater chance of sur- 
mounting Capitol Hill obstacles than the one-stool 
rule that Henderson wants. 








in the war of nerves. But policy makers are confident 
Japan can be kept out of the Axis war for the time being 
by continued State Department economic and diplomatic 
pressure. 


Defense cooperation between OPACS and OPM suffers 
increasingly because of selfish ambitions. The President 
was talked into creating OPACS by Leon Henderson. 
Now Henderson is deliberately setting up within the 
OPACS divisions duplicating OPM organization. He’s 
telling the presidential ear OPACS should be supreme. 
The result is petty haggling and delay. It’s another 
argument the White House ought to name a supreme 
coordinator of the defense effort. And some informed 
Capitol Hill sources predict this assignment will go to 
Bernard Baruch within a month. 


Many states will be embarrassed if Congress votes to 
retain 1 per cent of the unemployment tax. So will em- 
ployers. Upping the Federal tax .7 per cent will increase 
the tax against employers to that degree in states with 
systems geared to a formula of 2.7 per cent allowance by 
the Government. State legislation to block this rise will 
be necessary. Most states have no legislative sessions 
until 1943. 


Oil companies will resent a blunt recommendation by 
O PACS Consumer Division that motorists stop chang- 
ing their oil except seasonably. Expert opinion is divided 
on whether this can be done without damage to engines. 
Bureau of Standards has made investigations but care- 
fully avoided commitment. The OP ACS doesn’t offer 
engineering testimony in support of its proposal, simply 
says to auto drivers—“Don’t change your oil except sea- 
sonably.” That’s one of the new driving rules to help de- 
fend America. 


Consumer industries will feel the pinch of priorities 
rationing with increasing severity. Already more than 
one-fifth of the workers engaged in the aluminum ware 
industry have lost their jobs. OPM is attacking this 
problem from two angles: one, shift the plants into 
defense production; two, transfer the workers into de- 
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fense Industries. It’s acknowledged neither effort can 
be 100 per cent effective, that many small consumer 
outfits will go out of business and that not all the 
unemployed so created can be moved into arms 
factories. 


Tax bill drafted by the House Ways and Means Com- 
mittee faces Senate surgery. Many Senators dislike the 
hodgepodge of excise and use taxes. They complain it’s 
will-o’-the-wisp legislation which ducks the real issue in 
an effort to kid the public. Senate Finance Committee 
will overhaul the House version and may use the blue 
pencil with precision. The finance group is just about 
the toughest committee of the Senate and well nigh 
impervious to the political pressuring which bends 
House members. 


Anti-millionaire tax in the House 
bill is stirring up special anger out- 
side Washington. This aims to take 
the profits out of war. It’s an extra 
special excess profits tax, calculated 
at a rate of 10 per cent on the 
difference between the percentage 
of invested capital earned in the 
taxable year and the base period 
of 1936 to 1939, inclusive. High- 
ranking Senators report business 
and industry is already blasting 
this unorthodox scheme. There 
will be plenty of sniping at it in 
the Finance Committee. 


Consumer buying of goods com- 
peting with defense production isn’t 
discouraged enough by the revenue 
bill to please procurement special- 
ists. Price Administrator Hender- 
son and OPM urged the Ways 
and Means Committee to concen- 
trate “nuisance” taxes on = such 
goods. The committee largely ignored that plea. An 
analysis of the bill discloses that of total income antici- 
pated from excise and special use taxes, only 21 per cent 
will be paid on articles competing with defense output. 
The remaining 79 per cent is on items outside this scope. 


Wide World Photo 


Lower exemptions from individual income taxes may 
be called for by the Senate. The House bill leaves 
these untouched at $2,000 for married and $800 for single 
taxpayers. A good many Senators are asking why. 
ry. . 

lhey hold even wage earners in these lower brackets 
should be called upon to contribute a few dollars to the 
defense effort through direct taxation. 


Power companies of the northeast will shortly be or- 
dered by the Federal Power Commission to establish a 
regional grid system for exchange of power needed by 
defense industries. The Commission draws authority 
from the Federal Power Act. It has already directed 
southeastern companies to tie together. Outlines of the 
northeastern combine are now being sketched by Com- 
mission experts. Primary objective is to pipe surplus 
energy out of New York City into defense industry areas. 





Price Controller Henderson sees purchasing 
power rising faster than production of goods, 
frankly admits inflationary possibilities. 





State lines are no barriers to Power Commission grid 
orders. Purely intrastate utilities can be forced into 
emergency exchanges. A peculiar aspect of this situa- 
tion is that when a strictly local company is pulled into 
such a hookup it thereby becomes interstate in character 
and subject to Power Commission jurisdiction. It’s re- 
liably said, however, the Commission will not use this 
method as a vehiele for extending its jurisdiction to com- 
panies now in a position to ignore Commission account- 
ing and rate-fixing formulas because they do no inter- 
state business under normal conditions. 


Go west for new industry sites will be the theme of 
public hearings to be opened shortly by the Senate Pub- 
lic Lands Committee. Master of Ceremonies will be 
Democrat Senator O’Mahoney of Wyoming. Objective 
will be to prove the West has been 
slighted in the award of defense 
contracts and that industrial pos- 
sibilities of the Rocky Mountain 
West “have been only scratched.” 
Expert testimony by prominent 
railroad executives will be fea- 
tured. 


Social security act changes will 
be recommended to Congress by 
the Social Security Board this ses- 
sion, probably in September. Most 
far reaching will be a proposal the 
Federal Government take a full 1 
per cent of the unemployment 
compensation tax. Of this 3 per 
cent levy, Washington now keeps 
only .3 per cent. Remaining 2.7 
per cent is credited to employers 
against state tax. SS B technicians 
want to hoist the Federal take to 1 
per cent and accumulate a reserve 
pool for post-war padding. 


Food industries are riding the defense bandwagon with 
righteous fervor. Washington’s new crusade to help de- 
fend America with fortified foods is a Heaven-sent oppor- 
tunity for slogan writers and advertising specialists in 
food fields. Federal officials co-operate with lusty enthusi- 
asm. The vitamin is receiving millions of dollars worth 
of free exploitation from high defense spokesmen, radio 
and movie stars, magazine and newspaper writers. It 
may be added certain responsible officials at the Food 
and Drug Administration are more than slightly suspi- 
cious this co-operative effort to make American con- 
sumers conscious of fortified foods may not be entirely 
unselfish on the part of food handlers and are fearful of 
racketeering. 


Food stamp plan won't be extended to include low in- 
come families not on relief rosters. Surplus Marketing 
Administration has been thinking this might be a Good 
Samaritan idea. So they gave it a whirl in Shawnee, 
Oklahoma. It proved too expensive. Administrative 
costs are excessive. Difficulties in classifying “low in- 
come” families are manifold. The venture will continue 
a while in Shawnee but will not be undertaken nationally. 
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Profits Also Will Be High, But Group Is Tax-Vulnerable 


; quick pickup in machinery 
and machine tool orders at the 
outset of the war was not surpris- 
ing. In fact, based upon prece- 
dent, it could be anticipated, for machinery and machine 
tools have always been fundamental to expanded indus- 
trial production. But, the same precedent also has indi- 
cated that the boom should not be of long duration, for in 
many business cycles, as soon as industrial production 
hit its full stride, the demands for additional production 
facilities became progressively less. So true has this been 
that one of the surest signs of an impending recession 
was the disappearance of volume machine tool orders. 

It is improbable that these precedents are no longer 
applicable. The machinery and machine tool industry 
will again have a period of low activity, although the 
previously unforeseen magnitude of our own defense 
preparations and the operations of the Lease-Lend Act 
will probably hold machine tool sales and production at 
record high levels for at least another year and, perhaps, 
even longer. Then, in the reconstruction period, it is 
possible that American tool makers will refurnish a good 
part of the world with production equipment, but after 
that time, the industry as a whole faces a_ possible 
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BY GEORGE 


W. MATHIS period of unprecedented inactiv- 
ity. There undoubtedly will be a 
large surplus of machine tools 
on hand when the emergency has 
passed and the nation and the world get back to peace- 
time economies. 

To completely understand the machinery and machine 
tool industry, it is necessary to visualize some of the 
basic problems. No machine or machine tool is a prod- 
uct of mass production. It is true that the various basic 
units can be turned out en masse, but after that time 
each unit is custom-fitted to meet a specific task or 
tasks and each job to be done varies to a greater or less 
extent from all others. Obviously, then, production 
speed such as is obtained from automobile production 
lines is impossible in the machinery and machine tool 
industry. The same factors make it impossible sharply 
to segregate the various components of the industry for 
group studies. For instance, no one company makes 
but a single type of machine and then, several com- 
panies, not normally regarded as being machine tool 
makers, nevertheless produce certain machines and even 
tools as a part of their diversified line of products. 
General Electric, for example, makes certain tools for 
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metal working and while they have been made in the 
| past for the company’s own use, they are also available 

for Government use if so required. American Machine & 
' Foundry is another example. Under normal conditions, 
this company manufactures cigar, cigarette and baking 
' machinery and as such would hardly qualify as a manu- 
'facturer of defense machinery or tools. It so happens, 
however, that this company is now occupied up to ap- 
proximately 66 per cent of its production capacity in 
the manufacture of defense machinery parts under sub- 
' contracts and is thus actively engaged in defense work. 


eee 


base 


Industry Handicaps Are Many 


_ The industry is operating under numerous handicaps 
' such as the inability to obtain prompt specifications, 
' releases of “floating orders” and priorities for expansion 
_ of plants and facilities, but, on the whole, it is doing a 
highly creditable job and is making new high records 
for shipments practically every month. The latest figures 
on machine tool shipments are for May, 1941. During 
that month, shipments reached a total of $68,800,000, 
according to the National Machine Tool Builders’ Asso- 
ciation. This was $500,000 higher than in April and 
was nearly 90 per cent greater than in May, 1940. What 
is more important as a comparison of shipments—and 
therefore the production of the industry—is that in the 
month of May, 1941, shipments of machine tools were 
more than one-third of those in the full year 1929 and 
were about 20 times as great as in the mid-depression 
year 1932. Last year the machine tool builders shipped 
approximately $450,000,000 of equipment but this year 
it is anticipated that shipments will reach the un- 
precedented height of $800,000,000, as against earlier 
estimates of $750,000,000 and still earlier expectations 
of $650,000,000. 

Up until the first of June—the date of the latest 
report—new orders continued to accrue at a faster rate 
than shipments. It should be noted, however, that the 
amount of the difference has been declining. Not be- 
cause the volume of orders has been decreasing but that 
production speed is on the increase. It is currently esti- 
mated that unfilled order backlogs are in the vicinity of 


$600,000,000, although for the purpose of individual com- 
pany analysis this figure is without great value since 
some of the best known manufacturers have as much as 
11 months’ work on hand while others who are less well 
known have only sufficient work to keep them fully 
occupied from month to month. Then, too, many more 
companies are engaged in subcontracting and hence the 
volume of such work does not appear in estimates of 
unfilled orders, although it is highly important to the 
company which holds the contracts. From what can 
now be seen, the industry as a whole will be able to keep 
occupied at full capacity for some little time to come 
and that there will be no sharp curtailment in the size 
of the unfilled order backlog for at least another 12 
months. 

This expectation is based upon the belief that the 
demand for machine tools in 1942 will perhaps reach 
$800,000,000 or more. The industry expects at least 
$500,000,0000 of that sum to be placed within a rela- 
tively short time. Orders for tanks, airplanes, armament, 
steel and countless other important defense materials 
makes the acquisition of the needed tools the first step 
and in view of the capacity load of all industry’s present 
equipment, it is understandable that, in order to double 
defense production, an adequate quantity of tools must 
first be acquired. 

Although the machine tool industry has done a grand 
job in stepping up its output, it is not at all agreed 
among its members that additional expansion of facilities 
is the answer to still further increased production. A sur- 
vey of the industry has disclosed some instances where 
full facilities are not as yet being employed, where com- 
panies are working only one shift a day and five days a 
week and still others where order backlogs are piling up 
mostly because the companies involved have been unable 
to obtain priorities for construction steel, so that needed 
additional facilities can be built. Such a situation indi- 
cates maldistribution of orders and can be corrected 
through the proper changes in specifications for new tools 
and more widespread letting of subcontracts on a judi- 
cious basis. 

The subject of the efficacy of subcontracting is 
strongly debated in the industry. There has been con- 
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siderable Government pressure on all manufacturers of 
defense materials to sub-let a large part of their con- 
tracts. An effort to increase output is one reason for 
this, and an attempt to spread out work to communities 
that have no regular defense plants is another. In the 
case of the machine tool industry, most of the companies 
are located in the same general area and only a few of 
them are sufficiently large to accommodate a sizable 
volume of business. It is the claim of several of the 
large manufacturers that sub-letting a part of their con- 
tract to small or “alley” machine shops is slowing up 
their production and, so they contend, they are better 
able to do a complete job in their own shops without the 
“assistance” of outsiders. The custom-built nature of 
the industry’s products makes such contentions plausible. 
Undoubtedly, a certain part of any contract can be sub- 
let but there can be no arbitrary distribution of the work 
if production is not to suffer. 

So called “floating orders” are without particular sig- 
nificance to the industry as a whole, although they would 
be of considerable benefit to the smaller plants that are 
not sufficiently well equipped to handle large orders for 
immediate delivery. A floating order is simply one 
placed for a relatively small number of machines which 
are not immediately needed but which do furnish a stock 
upon which draughts can be made in the event of unfore- 
seen developments. Aside from keeping some smaller 
plants busy, the most beneficial result to the manufac 
turers will be to get their products better known and 
thus place them in a position to have them specified at 
some later date. 

The earning power of the machine tool industry is 
erratic. Due to the nature of the business, sales rise 
and fall with the trend of industrial activity and since 
they are purely capital goods that can be dispensed with 
in periods of financial stringency, the decline in net in- 
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come is usually greater and more rapid 
than that of industry in general. Right 
now, it would be logical to expect peak 
earnings since activities within the in- 
dustry are at record high levels. This 
would be true if it were not for such 
factors as relatively frozen selling prices, 
higher wage schedules and _ sharply 
higher federal and other taxes. 
Material costs normally represent be- 
tween 30 per cent and 35 per cent of 
total sales volume, according to the 
product manufactured. Net profits— 
before taxes of all kinds—range any- 
where from 4 per cent to 14 per cent. 
Labor, however, normally requires ap- 


cent for heavy products. Since iron, 
steel and certain other metals constitute 
the principal materials used in the manu- 
facture of all machinery and machine 
tools, there has been no sharp increase 
in materials costs and none are likely for 
the nearer term. Labor costs, however, 
have sharply advanced in most quarters 
and an estimate of 10 per cent higher 
wages this year than were paid a year 
ago would not be unreasonable. Now it must be remem- 
bered that the selling prices of machine tools have been 
“frozen,” so that the companies must absorb the wage 
increases, which would mean that anywhere from 2 per 
cent to almost 3 per cent more of gross sales will be 
taken from net profits of the future. Taxes will absorb 
an unpredictable additional amount. It is probable that 
the tax collector will just about share net operating 
income with the stockholders or, in other words, take 
approximately half of the net income. 

The impact of higher labor costs and taxes is already 
evident in 1940 statements. It will be remembered that 
last year the machine tool industry shipped approxi- 
mately $450,000,000 of products. This was about 2'4 
times 1937 shipments. But, in 1940, 50 Industrial 
Machinery and Equipment companies, according to 
Standard Statistics’ figures, had a net income of 
$69,000,000, as compared with $70,500,000 net income 
in the earlier year. To put it somewhat differently, in 
spite of an approximately 125 per cent increase in sales 
over the previous post-depression peak year, net income 
was approximately 2 per cent lower. On the same basis, 
it would be possible to infer that this year’s sales, which 
are estimated to be 300 per cent greater than in 1937, 
will result in a further decline in net income to below 
1940 levels. Such argument may be far fetched but, all 
in all, it is probable that, except in isolated instances, 
whatever improvement in net income is shown will be 
of very modest proportions. At some near-term date it 
may be possible for the industry to advance selling 
prices. The recent freezing has been voluntary on the 
part of the industry. With the highly erratic earnings 
record of the industry as a whole as a reason, it should 
he permitted to lay up some surplus for difficult times 
ahead and likewise rapidly to pay for such expansions 
and improvements that are (Please turn to page 430) 
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Portiolios With a Purpose 


Six Programs 


Designed to 


Meet Your Individual Objectives 


BY J. S. WILLIAMS 


I, this issue these columns are being devoted largely to 
a group of typical security “portfolios,” each one of which 
has been designed to meet a specific investment need or 
purpose. The security selections have been made par- 
ticularly with the idea of affording readers concrete 
examples and the practical application of the thoughts 
and views expressed by the writer in preceding issues. 
In brief, these views have em- 


ber, 1939, which two years ago were unthinkable. The 
changes wrought by these events have affected virtually 
every type of investment—and may be merely a hint of 
what’s to come. Naturally, all of these changes cannot al- 
ways be foreseen and anticipated in sufficient time for the 
investor to act in his best interests, but when they occur, 
should be appraised realistically and proper action taken. 





phasized the prime necessity of 
compromise and flexibility in all 
investment thinking and action. 


Liberal Income and Capital Appreciation 





The point has been repeatedly Current 
made that in a setting domi- Recent Yield 
nated by a war and defense Issue Bonds Price Cost Income % 
economy, the individual inves- 2M. Amer. & For. Power 5s 2030...... 60 $1,200 $120 8.33 
tor Uh omsine is placed on the de- 2M. Cleveland Union Term. 5'2 1972.. 86 1,720 110 6.40 
fensive. This means that many Preferred Stocks 

of the former conceptions of se- 29 shs. Republic Steel "A" 6% Pfd...... 87 1,740 120 6.90 
lective investment be more or less 30 shs. Radio Corp. $3.50 Pfd. .......... 55 1,650 105 6.36 
altered and modified. The invest- 

tor must be prepared to defend Gemmen Stoeke 

his capital and income against 100shs. Dresser Mfg. ($2.00)* ........... 21 2,100 200 9.50 
substantially higher taxes. both 50shs. Timken-Detroit Axle ($4.00)*..... 33 1,650 200 12.10 
corporate and personal, an up- WERUNNY o's. a ald eia or Wialcw se bardaceieus $10,060 $855 


ward spiral in living costs, and 
the possibility of higher interest 
rates and lower bond _ prices. 
Each security must be judged 


* Figures in parentheses are indicated annual dividends based on latest payment. 


Safe Income and Capital Protection 





“ a : Current 
strictly on its own merits, gen- Recent Yield 
eralities should be accepted with Issue = Bonds Price Cost income * 
adequate reservations, and, 2M. Long Island R. R. Refs., 4's 1949.... 96/2 $1,930 $80 4.12 
above all, the individual inves- 2M. International Paper és, en 105 2,100 120 5.71 
tor should at all times maintain iieiieiead thei 
a mae a —- hard 50shs. Curtiss-Wright "A" $2........... 28 1,400 100 7.27 
and fast convictions, and be pre- 15 shs, Armour Co. of Del. 7% Pfd. ...... 109 1,635 105 6.42 
pared to act promptly, even 
though it frequently may be Common Stocks 
difficult to reconcile actions with  25shs. May Department Stores ($3.00)*. 53 1,325 75 5.66 
orthodox investment technique. 25 hs. United Fruit ($4.00)* ........... 66 1,650 100 6.06 
Today, nothing is more certain ices Satins cin ecuxs $10,040 $580 


than the knowledge that sweep- 
ing changes lie ahead. Events 
have taken place since Septem- 


* Figures in parentheses are indicated annual dividends based on latest payment. 
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Selected Common Stocks as a Hedge 


Against Rising Living Costs 





Recent 
Issue Price Cost 
50 shs. Phillips Petroleum .................. 44 $2,200 
ee NTE HIIIIIE a 0:00.56 s:0i0 649 sis aie sce 38 1,900 
SD Se TVR OPOrE SHINEE onc occ cisccsiccsccde 38 1,900 
50sks. Victor Chemical .. .....cccccscccses 26 1,300 
50 shs. Montgomery Ward ................. 36 1,800 
re 33 950 
Seen ae ehh e shake ee ean es $10,050 


* Paid 1940. (a) Paid or declared this year. 


in mind. Admittedly the six 
issues listed are not of high 
grade investment calibre, but for 
the practical purposes of the 
individual investor they have 
much to recommend them. The 


Div.* Income : 
$2.00 $100.00 net yield on the total fund is 5.8 
2.00 100.00 Per cent annually. Guaranteed 
; by the Pennsylvania Railroad, 
mpi er ie Long Island Ref. 4’s, 1949, 
_ 70.00 offer substantial assurance as to 
2.75 137.50 the continuity of interest pay- 
3.00(a) 75.00 ments and their prompt retire- 
$582.50 ment at maturity. Being a short 


term issue, this bond can be 
expected to display a relatively 
high degree of market firmness. 





In examining the accompanying investment groups, the 
reader should bear in mind that they are by no means 
inclusive. That is to say that while each has been care- 
fully compiled, the issues in each group certainly do not 
represent the limit of possibilities. The investment in 
each group was arbitrarily restricted to $10,000, in order 
that the smaller investor would not gain the impression 
that the suggestions were unsuited to his requirements. 
Investors with larger amounts of capital at their 
disposal need only to increase proportionately the 
multiple indicated in whichever group they may be 
interested. 

The first group of securities chosen for LIBERAL 
INCOME and CAPITAL APPRECIATION divides the 
fund about equally between second grade bonds and 
preferred stocks and common stocks. The current vield 
on the issues listed ranges from about 6.4 per cent to 
better than 12 per cent, and the over-all yield on the 
total fund exceeds 8.5 per cent. In addition, all of the 
issues included embody elements which in time promise 
to be profitably capitalized marketwise. Although the 
bonds and preferred stocks suggested would hardly 
qualify for conservative investment choice, all of them 
now show an adequate margin of earnings coverage for 
interest and dividend requirements. Moreover, in each 
instance the current and prospective trend of earnings 
is toward improvement, and sustained evidence of this 
trend should supply the basis for a more substantial 
market value for these issues. 


It is probable also that the In- 
ternational Paper 6’s, 1955, may become a short term 
issue, as the greatly improved credit standing of the 
parent company may well permit an early refunding 
operation. The issue is callable at 105. Earnings pro- 
tection for dividends on the two preferred issues is 
substantial. May Department Stores has paid dividends 
at varying rates without interruption since 1911, while 
the record of consistent payments on United Fruit com- 
mon stock dates back to 1899. 

In titling the group SELECTED COMMON STOCKS 
AS A HEDGE AGAINST RISING LIVING COSTS, 
the use of the word “inflation” was deliberately avoided. 
There are so many popular conceptions as to exactly 
what inflation is or implies, that most investors are con- 
fused as to just what to do about it. A rising cost of 
living has the effect of reducing investment-income buy- 
ing power, unless it is offset by higher dividends or suffi- 
cient capital appreciation to permit the investor to use 
a part of his capital to meet these higher costs. In select- 
ing these issues, particular thought was given to the 
ability of the represented companies to meet higher 
costs in their own business by advancing the price of 
their products. All companies represented are in a 
position to benefit either directly or indirectly through 
the increased tempo of industrial activity and rising 
employment and wages. With the exception of Bendix 
Aviation, the actual stake of these companies in the de- 
fense program is not such as to classify them as “war 
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Selected Bonds and Preferred Stocks 


for Price Appreciation 





both issues the capitalization is — — oon sisi 
ri — yer “ —— 2M, American & For. Power 5s, 2030......... 60 $1,200 $100.00 
dhaves outstanding. a Seg 2M. Consolidation Coal 5s, 1960 ............ 84 1,680 100.00 
cial position of these companies 2M. Certain-teed Products 52s, 1948........ 88 1,760 110.00 
is such that a liberal dividend 59 shs. Chicago Pneumatic Tool $3 Conv. Pfd..... 41 2,050 150.00 
policy is readily supportable. 20 shs. American Woolen 7% Pfd. ............ 70 1,400 140.00(a) 
Securities comprising the 25 shs. International Paper & Power 5% Pfd..... 68 1,700 125.00 
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Low-Priced Common Stocks with Speculative Promise 


sons this may be undesirable, 
but it is a condition which can 
be corrected without difficulty. 
Also investors may have special 
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Cost Price Range problems requiring the period- 

High Low ical outlay of funds, such as 

$1,500 175-122 taxes, mortgage interest, tuition 

1,800 1914-123 fees, etc. The strain on their 
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babies.” The probability that these companies will 
have no difficulty in maintaining the recent rate of 
dividends, or perhaps a higher rate in several instances, 
appears well founded. 

In the group SELECTED BONDS and PRE- 
FERRED STOCKS for PRICE APPRECIATION em- 
phasis in the choice of issues has been placed on specu- 
lative promise. It will be noted, however, that all of 
these issues are not without considerable inducement 
from the standpoint of current income return. As a 
matter of fact, this group of bonds and preferred stocks 
could logically have been included in the common stocks 
in the preceding group, where the objective was a 
generous income coupled with possibilities for capital 
gain, as a means of offsetting rising living costs. Atten- 
tion is called particularly to the preferred shares of 
American Woolen and International Paper & Power; 
both issues carry accumulated unpaid dividends which 
may be eliminated or substantially reduced over the 
months ahead. 

The group LOW PRICE COMMON STOCKS WITH 
SPECULATIVE PROMISE requires little supplemen- 
tary explanation. All of the issues comprising this selec- 
tion are frankly speculative. As such, however, they 
invite favorable attention on the part of investors in a 
position to divert some portion of their capital to this 
type of security. The choice of issues has been care- 
fully considered and in each instance the. statistical 
factors and business prospects shape up in such a man- 
ner as to warrant the speculative 


making the accompanying sug- 
gestions as practical as possible 
in terms of the individual investor’s needs and require- 
ments, it is not intended that the various classifications 
given to these portfolios be accepted too literally. 

Securities selected primarily with possible price ap- 
preciation in mind might well include not only one 
or more of the low price common stocks, but several 
of the speculative bonds and preferred stocks, as well. 
And so on. 

In examining these various portfolios, some readers 
may have noted the omission of securities which might 
be classified as being strictly of the highest grade invest- 
ment calibre. This omission was deliberate. As already 
stated, these lists were compiled with the interests of 
the majority of investors in mind. The average high 
grade bond or industrial preferred stock is currently 
selling at prices so high that the return is adequate 
only in the cases of banks and other institutional in- 
vestors. 

This class of securities is virtually out of the reach of 
the average individual investor. It is by no means 
advocated that investors divert their funds entirely to 
second grade and speculative issues. But rather than 
accept the additional risk of capital loss implied by the 
historically high prices of best grade bonds and _pre- 
ferred stocks at the present time, the protection and 
security normally afforded by a backlog of such issues 
in normal times can best be secured today either by re- 
taining a portion of capital funds in cash or purchasing 
United States Defense and Savings bonds. 
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movement of common stock Selected Securities for Regular Monthly Income 
issues. — 

In compiling SELECTED Issue Price Cost Income Payable 
SECURITIES for REGULAR | 15 shs. Pure Oil 6% Pfd. ............ 104 $1,560 $90.00 (a) 
MONTHLY INCOME an at- 45 shs. Loew's, Inc. 672% Pfd. ...... 109 1,635 97.50 (b) 
tempt has been made to meet a 15 chs. Firestone Tire & Rub. 6% Pfd... 103 1,545 90.00 (ce) 
specialized need of many inves- 48 shs. Texas Corp. ($2.00) ......... 43 1,935 90.00 (a) 
be grit gsi — 4 45 shs. General Foods ($2.00) ........ 38 1,710 90.00 (b) 
come have the experience of 45 shs. Texas Gulf Sulphur ($2.00) .... 38 1,710 90.00 (c) 
having the bulk of their inter- WE co cccensaciabietens $10,095 $547.50 


Average monthly income, $45.62. 
(a) Jan., Apr., Jul., Oct. 


(b) Feb., May, Aug., Nov. (c) Mar., June, Sept., Dec. 
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U- until now private residential construction has led 
the way in the upward surge of construction activity. 
But signs are beginning to appear of a curtailment of 
private residential work. The bulk of such construction 
in the current building boom has been confined to low- 
cost units whose major attraction to buyers has been 
the small over-all cost and the modest initial pay- 
ments required by virtue of the FHA loan insurance 
policy. 

There is unquestionably a still large potential market 
for low-cost private homes but only if the low cost and 
present quality can be maintained. And the maintenance 
of these major attractions is becoming increasingly dif- 
ficult. To maintain a definite price limit, materials and 
labor costs must be held at stable levels. A scarcity of 
certain materials such as copper, zinc, iron, steel and 
certain types of lumber has advanced the cost of these 
commodities to the builder, if he can obtain them, and 
labor costs—due frequently to competition from govern- 
ment projects—are at an all time high for a number of 
types of mechanics. 

These factors are already being felt in some sections 
of the country. As a case in point, in Queens County of 
the City of New York builders of non-defense houses are 
complaining that the inability to obtain certain materials, 
up to FHA standards, has caused an appreciable de- 
cline in the demand for new homes in their area. The 
same complaint is being heard from Buffalo, Cleveland, 
Connecticut and in fact almost every center where de- 
fense business requires large volumes of defense housing. 
The effect will be magnified as defense housing demands 
increase. 

The fact that all residential construction is no longer 
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The Two-Way 
Outlook for 
Building 


Full Priorities on Construction 


Supplies Likely as Defense De- 
mands Increase 


BY STANLEY DEVLIN 


for private account must be borne in mind when con- 
sidering the construction situation. The residential 
building field is now divided into defense building and 
private construction. Defense building is designed only 
as a shelter for workers in defense industries and not as 
a permanent addition to the nation’s housing facilities. 
As was the case in the last war, the buildings are not 
constructed to last for a number of years and, indeed, 
after the need for them has passed, they will probably 
be torn down or otherwise destroyed in many instances. 
Apart from bare necessities there is no attempt to em- 
bellish the buildings with the usual accessories and, on 
the whole, they are constructed to meet a price with 
profit margins for the suppliers of materials reduced to 
a minimum in consideration of the vast volume of ma- 
terials required. On the other hand, even the most 
modest of the new private homes being built include most 
of the devices for comfort introduced during the last 
twenty years or so and all of the materials employed in 
their construction is of a quality consistent with the 
expectations of a normal life-span fora home. Naturally, 
profit margins on materials purveyed to private home 
builders are normal and would spell a high degree of 
prosperity for the manufacturers were all of today’s 
residential construction for private owners. 

Current estimates of the number of residences to be 
constructed during the next 12 months average approxi- 
mately 625,000. On the face of it, such a figure would 
seem to indicate a building boom of 1928 or 1929 pro- 
portions. Taking into consideration the now average 
low price per unit, however, actual value of the proposed 
construction will be approximately half of what it was in 
those previous years and well below half of the residen- 
tial building peak reached in 1926 when approximately 
$9 billion was expended. Of greater importance from 
the standpoint of building industry profits is the fact 
that of the 625,000 unit figure, it is further estimated that 
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525,000 units will be defense projects and the remainder, 
private buildings. 

Such a development means that a considerable volume 
of private residential work will be deferred, perhaps in- 
definitely; for during 1940, for instance, of the 540,000 
dwellings constructed, approximately 462,000 were one 
or two-family private homes. Obviously, with defense 
housing requirements occupying the same position as 


| other defense materials, private home construction will 
| be discouraged even to the extent of placing many build- 


ing materials on the priorities list. During the last war 
there were no priorities on building materials but the 


; same effect was achieved by forbidding private residen- 
» tial construction whose unit cost was in excess of $2,500. 
| This might again be done and with materials and labor 
' rising in cost it would place an effectual stop to almost 
) all private residential work. 


The uptrend in building costs is graphically illustrated 


| in the most recent report of the Federal Home Land 
Bank Board. Residential construction costs in May 


reached an index figure of 116, taking the average for the 


; same month in 1935 to 1939 as 100. The May figure was 


only 0.4 per cent higher than in April but was 9.2 per 


‘cent higher than in May, 1940. And, although home- 
| building activities were approximately 12.4 per cent 
» higher than a year ago in urban areas, they were never- 
' theless 8.9 per cent lower than in the previous month 
' and thus serve to bear out the contentions of the build- 


ers in several localities that private home building is 


' already on the decline. 


An analysis of building costs during the period is in- 
It discloses that while all building material 
costs were 7.4 per cent higher than a year ago, labor costs 


' were 12.8 per cent greater than they were in May, 1940. 


Both of these factors are inimical to a further gain in 
private residential construction even should there be no 


| other restrictions on private works. 


While residential construction costs are increasing, 
factory construction costs are following the same trend. 


| The latest statistics now indicate that such costs in- 


creased at least 10 per cent in the first half of 


ing activity would mean a decline of not more than 20 
per cent in the company’s business. Somewhat the same 
conditions apply to such companies as Flintkote, 
Masonite, National Gypsum and others who all have 
developed products, or applications of their standard 
products, to fit the needs of defense activities. 

The cement industry is probably the outstanding bene- 
ficiary of prevailing conditions. This is particularly true 
of those companies with plants located on the Atlantic 
seaboard. Prior to the war, much cement was imported 
from the Scandinavian countries, Belgium and Holland 
as ballast and was consequently sold on the Atlantic 
coast practically for what it would bring. Imports of 
cement from Europe have virtually ceased so that prac- 
tically all of the country’s requirements are supplied by 
domestic manufacturers. 

The demand for cement parallels industrial activity. 
During 1940, cement shipments closely followed the 
trend of industrial work and consumption was slightly 
higher than the 131,00,000 barrels manufactured. With 
shipments in excess of production it might be assumed 
that some scarcity in cement would follow. This is, how- 
ever, far from the case. The cement industry is esti- 
mated to be able to manufacture upward of 250,000,000 
barrels of cement yearly or almost double 1940 consump- 
tion. The favorable immediate factors consist mostly 
of the fact that apart from fuel costs other expenses re- 
main fairly stable after a certain volume of output is 
achieved. In other words, profit margins improve on 
volume. Shipments so far this year have been running 
well ahead of a year ago and the nearer term demand 
is likely to be much greater before it declines. There are 
not any immediate prospects of higher cement prices 
for most manufacturers are loathe to be the subject of 
any government criticism or action. But this year’s 
sales volume is calculated to be sufficiently great to per- 
mit much better than average profits for the makers, 
despite heavier taxes and other increased operating ex- 
penses. Cement companies with plants located closest 
to defense areas will prob- (Please turn to page 432) 





the current year and are still rising. Where the 
need for new facilities is urgent some costs have 
advanced as much as 50 per cent above those of 
a year ago. The necessity for speed, involving 
large amounts of overtime, has brought about 
such conditions although higher cost materials 
are also a prominent factor. However, in most 
instances, additional factory construction is man- 
datory and there will be no restrictions on this 
type of work. But, it must be noted, the bulk 
of the added cost is labor and thus in no way 
accrues to the makers of building equipment and 
supplies. 

The leading manufacturers of building sup- 
plies will not immediately be affected by a de- 
cline in private residential construction for many 
of them have long since been devoting increasing 
attention to defense work. As an example, 
Johns-Manville, a leader in the building supply 
field, is manufacturing a vast number of items 
for defense purposes. So strongly is this com- 
pany engaged in defense work that the president 
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Another Look At... 


AMERICAN ZINC, LEAD & SMELTING 
COLLINS & AIKMAN — MOHAWK CARPET 
MOTOR WHEEL — TUBIZE CHATILLON 


American Zinc, Lead and Smelting Co. 


American Zinc is principally a smelter of zinc and 
other metals although it does have a modest amount of 
zinc mining capacity. The Jarnagin Mine at Jefferson 
City, Tennessee, is now in production and should be 
operating at practical capacity at this time. A cadmium 
producing unit has been installed at Dumas, Texas, 
which should also be in full swing. In addition, the com- 
pany has been adding to its leaded zinc oxide production 
capacity. All pigment operations, the most important 
of the company’s activities, are at capacity with new or- 
ders coming in at a slightly higher rate than shipments. 

The war has materially added to the demand for slab 
zinc. This product is made by the company mostly from 
ores purchased outside. The production capacity of all 
of the company’s slab zinc equipment has been expanded 
and went into full production toward the close of last 
month. The company’s new electrolytic plant produced 
its first slabs late in May and the new product was rated 
99.99 plus per cent pure and thus gives the company a 
supply of premium grade zine which is an important and 
critical material for the diecasting industry. The abil- 
ity to produce pure metallic zinc is of longer term im- 
portance in view of the continued expansion of diecasting 
in the manufacture of all manner of mechanical devices. 
The aviation industry is the most important customer 
for diecasted zinc, having displaced the automobile in- 
dustry since the beginning of our defense activities. 

Net sales in the first quarter of this year were better 
than double those of a year ago totalling $5,397,398 as 
compared with $2,416,028 in the initial quarter of 1940. 
However, material and other costs increased greatly with 
the result that it was not possible to maintain pervious 
profit margins. Profit from sales, therefore, was $436,340 
as compared with $280,568 in the same period of a year 
ago. The precentage increase in net sales was 123.4 but 
the increase in net profits was only a little more than 55 
per cent. Other income in the most recent quarter was 
substantially higher than a year ago and coupled with 
the fact that other deductions were only moderately 
higher than in the former quarter, net income after all 
charges was equivalent to about $0.20 a share of common 
stock. Last year, first quarter net income of only $79,- 
600 was equal to only $1.17 a share on the $5 prior pre- 
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ferred stock and left nothing at all for the common. 
Earnings for the 12 months ended March 31 were equal 


to approximately $0.59 a share and this rate should bef 


improved during the balance of the current year. 


Collins & Aikman Corporation 








In the first quarter of the company’s fiscal year which 
ends on March 1, Collins & Aikman failed to indicate 
that it as yet was feeling any adverse effects of a pos- 
sible let-down in the demand for automobile fabrics. In 
the most recent quarter which ended on May 31, last, 
the company reported net profits equivalent to $1.33 a 
share as compared with $1.22 in the very satisfactory 
first quarter of the previous fiscal year. The increase in 
earnings was not large but was achieved in the face of 
nearly a $230,000 increase in tax reserves for the 3 
months and in spite of higher materials and labor costs 
as well. 

For the fiscal year which ended March 1, 1941, the 
company reported earnings of $3,105,170 equal to $5.15 
a share as compared with $2,556,895 or $4.16 a share a 
year ago. A fact that makes the 1941 showing more com- 
mendable is that the latest fiscal year included only 52 
weeks while the year before that consisted of 53 weeks. 
The balance sheet showed a comfortable position with a 
current asset ratio of better than 4.5 to 1. Inventories 
of $7,706,525 were approximately $2,000,000 higher than 
a year ago although they are not considered to be of 
burdensome proportions. Cash, on the other hand, was 
$1,200,000 lower at $2,325,505 but this amount is ade- 
quate for the company’s needs in view of the rapid turn- 
over in sales. There has been no change in the number 
of common shares outstanding—526,800—although the 
preferred stock was reduced to 40,200 shares from 42,459 
reported at the close of the previous fiscal period. The 
dividend rate on the common stock was maintained 
throughout the year and has been continued through the 
first quarter of the present fiscal period. 

What the longer term may hold for the company de- 
pends upon the future activities ef the automobile in- 
dustry which normally takes 65 per cent of the com- 
pany’s products. Any sharp reduction in automobile 
production will almost automatically result in a com- 
parative decline in the business of Collins & Aikman. 
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The company’s other large consumer is the furniture 
industry which uses approximately 30 per cent of the 


company’s output. A number of minor fabrics account 
for the remainder of the company’s business. There is 
the prospect of a certain amount of automobile business 
despite restrictions and added to this the company’s 
looms may well be adapted to the making of textiles suit- 
able to defense needs. For the immediate future it is 
probable that earnings will continue at satisfactory levels 
in keeping with a high rate of production. 


Mohawk Carpet Mills, Inc. 


Prevailing conditions of rising consumer incomes and 
active residential construction are favorable to the 
makers of floor coverings of which Mohawk Carpet Mills 
is one of the largest. The company manufactures all of 
the standard weaves of rugs and carpets within a wide 
price range. Completely integrated, Mohawk Carpet 
Mills combs, spins, dyes, reels and weaves its raw ma- 
terials of cotton and wool and, in addition, manufactures 
all of its own machinery. Most of the company’s sales 
are made through the medium of a widespread dealer 
organization although a few large retail outlets are still 
sold on a contract basis. 

There are as yet no official reports available as to 
earnings during the first half of 1941 although indications 
are that sales have been high but that rising costs and 
taxes have been instrumental in holding net income per 
share in check. However, it is quite probable that in 
spite of these factors, net income per share will be mod- 
estly in excess of $1 as compared with $0.93 in the similar 
period of 1940. The last half of the year is normally 
the most profitable period and it is likely that the final 
six months will be among the best reported for a number 
of years. 

Floor covering sales follow closely the rise and fall of 
consumer buying power and were it not for the unusual 
circumstances which are prevalent today, the prospects 
of the company would be at the highest peak ever 
achieved. As it is, however, there are strong prospects 
that wool, the company’s main raw material, will be- 
come increasingly scarce while labor costs will also ad- 
vance. Inventories of nearly $9,000,000 at the close of 
last year included a large supply of now almost unob- 
tainable foreign rug wools which assures the company an 
ample supply for this year, at least, but after the supply 
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has been exhausted, some substitute must be employed. 
Currently, a certain amount of rayon or similar synthetic 
fibre is being used by many carpet weavers although its 
inclusion has definitely lowered the wearing qualities 
of the products but there has been no interference with 
appearance. Over the longer term the raw material sup- 
ply problem will become acute and it thus constitutes one 
of the most prominent of the uncertainties facing the 
industry and this company. 

The company is in a sound financial condition and as 
a last resort could make excellent use of its skill as a 
builder of intricate machinery for defense needs. 


Motor Wheel Corp. 


Motor Wheel is mostly interested in the manufacture 
of automotive products but in the more recent past the 
company has been diversifying its products to a point 
where its dependence upon the automobile industry is 
declining. More recent ventures include the manufac- 
ture of oil-burners and also ammunition for the govern- 
ment. In the latter case, the company has just received 
a sizable order which followed a smaller educational order 
placed earlier in the fiscal year. In addition, Motor 
Wheel is becoming more actively engaged in making 
aviation parts—mostly wheels and brake dums—and it is 
anticipated that between the ammunition and aviation 
work, these relatively new activities will at least com- 
pensate in fair measure for the probable drop in auto- 
mobile business occasioned by the contemplated reduc- 
tion in passenger car production. 

The company’s fiscal year ends on June 30 and as yet 
there are no figures available as to the actual results for 
the 12 months’ period. Basing estimates on the reported 
9 months earnings and the high rate of activity during 
the June quarter, it is probable that the company will 
report about $2.90 a share as compared with $2.74 in 
the same period of 1940. Were it not for new taxes, earn- 
ings would be considerably better, for during the first 9 
months of the recently completed fiscal year, income 
and excess profits tax reserves were equal to about 43 
per cent of net income before taxes as compared with 23 
per cent in the similar period of the previous year. 
Despite taxes and higher materials and labor costs, how- 
ever, sales have been sufficiently larger to permit the 
moderate increase in net income after all charges esti- 
mated above. 

While it is anticipated that the automotive business 
will be less in the current fiscal year, other branches of 
the company’s business show little, if any, inclination 
to decline. Toward the close of the company’s fiscal 
year, oil burner sales were reported to be running ap- 
proximately 40 per cent ahead of a year ago while coop- 
erage business was about 20 per cent greater. At that 
time, automotive equipment sales were keeping pace with 
automobile production and all three divisions were oper- 
ating at new high levels. Since the end of June, there 
has not been any marked recession in sales in any divi- 
sion and it is consequently believed that the first quarter 
of the present fiscal period will be at least as profitable 
as it was a year ago when $0.53 a share was reported. The 
company is too closely related to the automobile industry 
to permit its shares to run counter to the market for the 
automotive group. (Please turn to page 432 
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A. T. & T. Rights 


Holders of American Telephone & 
Telegraph common stock as of 
record July 25 will receive on or 
about August 4 rights to subscribe 
to a new issue of $233,584,900 3% 
convertible debentures. Rights will 
entitle holders to purchase $100 of 
debentures for each eight shares 
held. The privilege will expire 
August 29. Each $100 of new deben- 
tures plus $40 in cash will be con- 
vertible into one share of A.T.&T. 
common stock beginning January 1, 
1942, through December 31, 1954. 
Trading in both the debentures and 
rights on a “when issued” basis was 
initiated July 16. Debentures, as 
this is written, are quoted around 
111 (call price 107) and the rights 
at 13g. For each two points ad- 





vance in the price of the debentures, 
the rights should advance roughly 
a quarter of a point. Aside from the 
possible potential value which might 
accrue through the convertible fea- 
ture, the debentures have scant at- 
traction, from an income standpoint, 
for the individual investor. Holders 
desiring to dispose of the rights 
should do so prior to August 29. 
A.T.&T. for the quarter ended June 
30, reported earnings equal to $2.66 
2 share compared with $2.40 a year 
ago. Indicated earnings for the first 
six months of this year were equal to 
$5.25 a share. The management, 
however, is at pains to point out 
that these earnings are computed on 
the basis of 1940 taxes. Enactment 
of the new tax bill will necessitate a 
downward revision in these figures. 
At the same time the company is 


oe % é — 


Manufactured by Westinghouse Electric & Manufacturing these “light buoys" of the 
airways will throw a 1,800,000 candle power beam in two directions simultaneously. 


They can be seen for 20 miles on clear nights. 
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For Profit and Income 





doing an excellent volume of busi- 
ness and the number of telephones 
in use is at record levels. 


Minneapolis-Moline $6.50 
Preferred 


As of July 1, the $6.50 preferred 
stock of Minneapolis-Moline Power 
Implement Co. carried accumulated 
dividends of $42.50 a share. The 
last dividend was paid in December, 
1940, and amounted to $6.50 a share. 
The company has issued no interim 
statements and the fiscal year does 
not end until October 31, next. It 
is a safe assumption, however, that 
current sales and earnings have re- 
sponded favorably to the vigorous 
demand for new farm machinery 
and equipment which has followed 
in the wake of higher agricultural 
prices and a growing shortage of 
farm labor. So large has this de- 
mand been that recently it was re- 
ported that supplies of numerous 
items of farm equipment, both new 
and second hand, had been virtu- 
ally exhausted. Minneapolis-Moline, 
in addition to manufacturing a line 
of farm implement machinery, fab- 
ricates and erects structural steel 
and manufactures industrial gas en- 
gines, feed mills and tractors. The 
company has been active in the de- 
velopment of small farm combines. 
It also makes an artillery prime 
mover in the form of a truck-tractor. 
In the 1940 fiscal year earnings 
available for the 98,700 shares of 
$6.50 preferred stock were equal to 
$11.81 a share, which compared 
with only 64 cents a share in 1939. 
Costs and taxes are higher but cur- 
rently earnings should permit a pay- 
ment of at least $6.50 a share—and 
possibly more. The shares are quoted 
at their high for the year, around 72. 
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Air Transport 







June was the second consecutive 
month in which traffic over the na- 
tion’s air lines set a new high record. 
jhen it is realized that the normal 
seasonal peak is still several months 
away, the breaking of past records 
seems likely to become a habit with 
the air transportation industry. 
f Shares of leading air line operators, 
apparently in response to these im- 
{ pressive traffic gains, have recently 
given a somewhat better account 
of themselves marketwise. One 
thing that is doubtless keeping air 
i- line shares in the market “dog house” 
es is the fear that companies may be 
deprived of a vital portion of their 
equipment and personnel in the in- 
terests both of national defense and 
Great Britain. Indications are, how- 
ever, that the policy of forcing air 








d ines to give up needed equipment is, 
er to say the least, short-sighted, is be- 
1d ing realized in official circles. A re- 
1e cent conference between a Congres- 
r, sional aviation committee and lead- 
e, ing air line officials was believed to 
m have given serious consideration to 
Es the needs of the air lines and how 


It they could best be met without dis- 
at rupting the defense effort. Thus far 


e- the air lines have released 103 planes 
18 for military purposes and with traffic 
y attaining record-breaking propor- 
d tions all available equipment is being 
al laxed to capacity. Air line operators 
of ‘fatgue, and with considerable logic, 
ie that maintenance and development 
+. of air transport is a very vital phase 





1s of defense, and to stifle its growth 
w __ jrould seriously incapacitate an im- 










i. portant arm of defense. These argu- 
e ments are not falling on barren 
1e ground, if reports are true that as 
. many as 75 new planes may be re- 
el _ feased to the air lines before the year 
n-  fsout. This would be about half of 
1e he number which could actually 
e- be used. Shares of leading air trans- 
s. port companies may never be 
- heaper than they are now and to 
rr. any people they look like the best 
ys post war speculative “bet.” 
of 
1o ~—s They Say 
d 
9. Machine tool shipments in the 
ma ist half of this year were nearly 
y- louble the volume a year ago.... 
a ew freight cars on order as of 
- uly 1 totaled 92,566, the largest 
2. umber for any time since 1923. 
‘ew locomotives on order were 
+4 5 
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Recent Earnings Reports 


American Tel. & Tel. ............000000- 


Atlantic Refining 


Copperweld Steel .................00.. 
El Paso Natural Gas ...............002. 
MOE SONNE o ocic occ cc ccsececde ces 


Firestone Tire & Rubber 


General Electric ..........cccccccccces 


Industrial Rayon 
Johns-Manville 


Masonite 


(a) 6 mos. to June 30 
(b) 12 mos. to May 31 
(c) 6 mos. to Apr. 30 

(d) 39 weeks to May 31 


MINN CEEEE 6p a6 cdi s'o a inc tac anced esl 
Mathieson Alkali Works ................ 
National Malleable & Steel Casting...... 
New York Air Brake ................... 
Underwood Elliott Fisher ............... 
Westinghouse Elec. & Mfg. ............. 


2nd 2nd Most 
Quarter Quarter Recent 
1941 1939 Dividend 
:. 2.66 2.40 2.25 
.. 1.79(a) 1.87 (a) 0.25 
.. 1.68(a) 1.05(a) 0.20 
.. 3.66(b) 3.87(b) 0.60 
.. 4,88(b) 2.28 (b) 0.75 
.. 1.75) 0.60(c) 0.25 
.. 0.90(a) 0.90(a) 0.35 
.. 2,02(a) 1.38(a) 0.50 
.. 3.35a) 1.93(a) 0.75 
.. 1.96la) 1.76(a) 0.50 
.. 1.10€a) 0.90(a) 0.372 
.. 2.06(d) 1.78(d) 0.50 
.. 0.98 0.31 0.25 
.. 4.33(a) 3.21 (a) 0.50 
.. 2.56la) 1.46(a) 0.75 
.. 4.33(a) 3.68(a) 1.00 





larger than at any time in 15 years. 
. . « Commercial Investment Trust 
has reduced the maximum terms 
available on household appliances 
from 36 to 30 months and has set 
the minimum down payment at 10% 
of the sale price. . . . Earnings of 
Standard Oil of N. J., for the first 
half were estimated at $2.90 a share 
vs. $3.19 a year ago. ... The fall 
and winter catalog of Montgomery 
Ward carried higher prices on 70% 
of the items listed. Sears’ prices 
were between 5% and 6% higher 
than in the spring and summer cata- 
log. . . . Buffalo plant of Worthing- 
ton Pump had a backlog of $8,000,- 
000 in defense business. . . . Exhibi- 
tors are complaining bitterly over 
the poor class of feature pictures 
coming out of Hollywood. . . . Gaso- 
line sales will be prohibited in 
Canada between 7 P.M. and 7 A.M. 
daily, with Sunday sales prohibited 
entirely. This may be the pattern 
for the Eastern seaboard in ‘the 
United States. .. . Thirty-one more 
common stocks listed on the New 
York Stock Exchange paid divi- 
dends in the first quarter this year 
than a year ago. About 72% of all 
listed common stocks are now on a 
dividend basis. 


Auto Equipment Makers 


Many companies whose business 
is primarily that of supplying auto- 
mobile manufacturers with various 
parts and equipment will be hard hit 
by the prospective 50% cut in 1942 
automobile production. But it does 
not necessarily follow that all such 





companies are in the same boat. 
Several are already well in the van 
of the defense program and give 
every indication that defense busi- 
ness, unlike that of the automobile 
manufacturers themselves, will be 
sufficient to more than offset the de- 
cline in automotive takings. Among 
automobile equipment companies 
which are no longer substantially de- 
pendent upon the automobile indus- 
try are included Clark Equipment, 
Spicer Manufacturing, Bendix Avia- 
tion, and Timken Detroit Axle, 
Cleveland Graphite Bronze. 


General Telephone 


During the first six months of the 
current year, General Telephone 
Corp., operating the second largest 
telephone system in the United 
States, added 22,825 new stations to 
its system. In the same period a 
year ago the gain was 14,775 sta- 
tions. As of June 30 there were 
554,851 telephones in service in the 
company’s system, marking a new 
high. The latest earnings statement 
covers the twelve months to March 
31, last, and showed net of $2,204,- 
672 equal after preferred dividend 
requirements to $2.93 a share for 
the 637,701 shares of common stock. 
In the same period of 1939 net was 
equal to $2.51 a share. The most re- 
cent dividend on the common stock 
was at the rate of 40 cents quarterly. 
On this basis the shares, recently 
quoted around 21, yield better than 
714% on a dividend which ap- 
pears to be accorded substantial 
support. 























The Personal Service Department of THe MaGazine or Wau Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 
4. 


envelope. 


If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Warner Bros. Pictures 


Do you recommend adding to my present 
100-share investment in Warner Bros. com- 
mon, purchased at 174% at current levels? I 
am interested in averaging, if in your opinion 
this stock now offers outstanding appreciu- 
tion possibilities. In your reply, will you 
kindly tell me whether earnings are currently 
showing improvement over the 70 cents re- 
ported for the 26 weeks ended March 1. Do 
you believe that production costs can con- 
tinue to be held down without sacrificing 
quality of pictures? Is the company’s policy 
of continuous debt reduction cutting in on 
working capital? What about the effects of 
additional Federal taxes on theatre attend- 
ance, labor costs? Are both film rentals and 
theatre divisions contributing to the rising 
earnings trend? How do you estimate total 
earnings on the common for the first half of 
1941? What's behind present negotiations 
for the sale of certain holdings of Assoc. 
British Picture Corp. to Warner Bros.? 
—P. T., Richmond, Va. 


In the 26 weeks which ended 
March 1, 1941, Warner Bros. Pic- 
tures earned 70 cents per common 
share, as compared with 36 cents per 
share for the corresponding period 
of 1940. On March 1, 1941, total 
current assets were $28,231,640, 
which included cash of $10,932,279, 
compared with total current liabili- 
ties of $13,646,339. It is believed 
that full year 1941 results will com- 
pare favorably with those for the 
year 1940 for several reasons. Due 
to the increased level of business in 
general and higher pay-rolls through- 
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out a more widely and diffused field, 
greater theatre attendance will be 
witnessed. While the summer time 
is often a low ebb for attendance, it 
is possible that this condition will 
be reversed in 1941 due to the in- 
creased demands upon industry and 
requests upon employees to forego 
their vacation period, accepting in 
lieu thereof additional compensation. 
Furthermore the company has been 
able to have some fairly successful 
pictures released recently which 
have been meeting with good public 
response. The policy in recent years 
to reduce outstanding debt has been 
carried on conservatively and con- 
sistently. This program has not only 
strengthened the position of the 
company but has been accomplished 
without sacrificing the working cap- 
ital position which in fact has tended 
to increase. Taxes will of course 
increase but it is not believed that 
the small Federal tax on theatre at- 
tendance will have any adverse ef- 
fect because the public realizes and 
appreciates the emergency necessi- 


tating higher taxes at this time, 
Labor costs, as in other industries, 
will also increase but the main cost 
of moving picture companies is in 
production and not in the showing 
of pictures. Heavy amortization of 
costs for new pictures may be offset 
to a large measure by continued close 
control of costs. 

It is not expected that dividends 
will be declared on the common 
stock for some time to come since as 
of June 2, 1941, accumulated unpaid 
preferred dividends amounted to 
approximately $33.68 .per share. 
Dividends have been resumed on 
account of accumulations, attesting 
to the improved outlook. Due to 
the difficulties and restrictions in 
withdrawing money from England, 
the company has embarked upon a 
program of cutting down its Sterling 
debt. This has resulted in a reduc- 
tion of operating costs, which has 
many favorable aspects. Recent dis- 
cussions as to purchasing approxi- 
mately half of the late John Max- 
well’s holdings of Associated British 
Pictures Corp., Ltd. are progressing 
but as yet the deal has not been 
completed. 

By the paying of two dividends of 
9644 cents on the preferred stock 
on account of accumulations, the 
outlook for this company has been 
substantially improved. We feel 
that your current commitment 3 
worthy of retention and for a long 
pull commitment additional share: 
might be considered, although it 
must be realized that the commol 
stock is highly speculative without 
any near-term dividend possibility. 

(Please turn to page 425) 





When Quick Service Is Required, Send Us a Telegram 


Prepaid and Instruct Us to Answer Collect. 


—_—_" 
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BUSINESS ACTIVITY 
M.W.S. INDEX 
CONCLUSIONS 
INDUSTRY—Production dips follow- 
ing the July 4th holiday. Material 
shortages partly responsible. 
°o 
° TRADE—Expanding payrolls boom re- 
tae «A tail and wholesale trade. 
stries, : 
N cost ° COMMODITIES—Strength in farm 
is in ? prices persists. Price control legis- 
owing ee ieee 
) ation imminent. 
lon of 
offset 
d close MONEY AND CREDIT—Excess re- 
. serves temporarily up. Commercial 
idends borrowings continue to expand. 
mmon 
nce as 
inpaid 
ed to 
share, 
ed on 
testing 
Jue to 
ons in 
gland, 
1pon a 
terling 
reduc Business Activity dipped more than a 
he point during the week following the holiday. BUSINESS CREDIT 
=i he Chief contributing factors were a slump in FEDERAL RESERVE BOARD 
wan check payments attributable to a lull in Federal 
Max financing, a greater than normal seasonal con- 
sored traction in Automobile Assemblies, and a 
British slight recession in Steel Operations at a 
ressing time when the normal trend is upward. Material 
| been shortages are beginning to slow production of 
consumer durable goods and it is by no means 
nds of certain that defense production can be ex- 
stock panded fast enough to take up the slack. As 
s, the of June |, the total defense program amounted * 
» bes to $52 billions—$41.7 billions by the U. S., $3.7 < 
e feel billions by Great Britain, and $7 billions lease- Z 
anki lend. By calendar years, $884 millions were ray 
. ae actually spent during 1940, $6 billions during . 
Pi. the first half of the current year, $11 billions ° 
shares planned for the second half, $23 billions for 4 
igh 1 1942; and $10 billions thereafter, plus addi- = 
amon tional outlays for which new appropriations are 
‘ithout being requested with each month that passes. 
yility. * * ok 
>) While a number of consumer durable goods | 
have been enjoying an exotic boom by way of ‘a , | 
anticipating shorter 9 in the not distant BANK DEBITS! | 
future, other lines are blossoming into a pros- | 
pra perity which will continue at least “for the sLitrriiritiilitiiiisiiis | | 
duration" and, in some instances (notably ship- 1940 194) | 
ect. (Please turn to following page) TO WES. RUNNINGS GEE OF 160 _ 
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Business and Industry 






























































Latest Previ 
Date — PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION(a)| June 157(pl) 149 121 
(Continued from page 419) 
INDEX OF PRODUCTION AND 
2 * Sear aics: May 104 104 108 building, air transport and meat packing), long 
Ee eee May 107 106 111 after peace has been restored to this troubled 
Durable Goods............... May 107 109 113. | planet. It is thus scarcely surprising that un= 
Non-durable Goods. .......... May 106 105 110 employment fell 1,395,000 during May to a total 
Primary Distribution............ May 98 98 106 of only 3,962,000 (including 2,120,000 en- 
Distribution to Consumers....... May 103 104 105 gaged in Federal emergency work)—the lowest 
Miscellaneous Services......... May 101 102 103 level since September, 1930, and 4,773,000 be- 
——— low the like month of 1940. Imcome Pay- 
WHOLESALE PRICES (h)....... June 86.9 84.1 77.5 | ments in May reached the annual rate of $86 
= billions, compared with $76 billions for the 1940 
INVENTORIES (n. i. c. b.) calendar year. Farm income (including Gov- 
Sa ae So May 137.7 134.5 117.3 ernment payments) amounted to $773 millions— 
es May 947 241 130 an increase of 24% over the like period of 1940, 
BIPRS ec tiuic eid ce May 185 178 116 against a five-months’ gain of only 10%. 
| COST OF LIVING (d) ‘ore Om 
| SS Oe Re ere June 88.5 87.4 85.5 
| PRROMAP RES 2, We htt ate meet pe tee June 85.5 82.2 73.1 Though still clinging in desperation to the 
J LOCI: ea eee a ere te ree et a June 88.2 88.0 19.1 policy of squeezing profits as an indirect method 
| CST Oe a eee ids Ree eae se | June 73.6 713.6 84.2 of curbing inflation, the Administration has post- 
Fueliand Wight. ...)... ¢.-.sa00% 2 June 86.7 86.4 86.8 poned price legislation plans until some more 
RATNER os Aids Wiekcerieniee June 98.6 98.5 97.0 politically auspicious moment, meanwhile issuing 
Purchasing value of dollar....... June 1130 CAA See a warning that higher prices are inevitable At 
= present writing raw material spot prices are 
| NATIONAL INCOME (cm){....| April $6,744 $6,815 $5,965 17% higher than a year 7, wholesale a 
| CASH FARM INCOME} -deign  a retail prices 5.2% an 
Farm Marketing............... May $748 $665 $592 
Including Gov't Payments....... May 773 704 620 2 ae ee 
Total, First 5 Months........... May 1S || a rr 2,616 
Prices Received by Farmers (ee)..| April 110 103 98 Retail, and consequently wholesale, trade is re- 
Prices Paid by Farmers (ee)... .. April 124 123 123 sponding promptly to expanding employment and 
Ratio: Prices Received to Prices rising wages. With the dual object of restraining 
| co CS ee ire eerie en ne April 89 84 80 price increases and helping to ne ss —— 
| program there is considerable talk in Washington 
| FACTORY EMPLOYMENT (f) about forced saving through payroll deductions 
| Durable Goods................ May 131.0 127.7 99.2 Soe ieee ta Codes anlnes tenth; bot # is 
Non-durable Goods........... Ma 118.7 1178 105.6 ee ee ee 
y doubtful if anything will be done about it so long 
| FACTORY PAYROLLS (f).....| May 141.9 134.8 97.8 as the nation remains nominally at peace. Chain 
store sales in June were 16.9% above last year, 
| RETAIL TRADE compared with a six-months’ increase of 17.7%; 
Department Store Sales (f)...... June 102 105 91 variety store sales rose 8% during June, against 
| Chain Store Sales (g)........... June 133 132 116 11% for six months; and mail order sales rose 
| Variety Store Sales (g)......... June 139 137 126 23%, against 24%. Department store sales 
Rural Retail Sales (j)........... May 161.8 165.1 133.8 in the week ended July 5 were 28% above last 
Retail Prices (s) as of........... | May 98.9 98.9 92.8 year, compared with gains of only 19% for four 
| FOREIGN TRADE a = weeks and 15% for the year to date. 
Merchandise Exports?.......... May $385 $385 $324 * * & 
| nar year's totalf to...... May 31 156 © Renan 1745 
| erchandise Importst.......... May 297 288 211 Congestion in railroad transportation this 
| Cumulative year's totalt to...... May 31 1,315. . +e. 1,082 autumn may not be so serious as originally feared, 
| RAILROAD EARNINGS since the situation has already been relieved some- 
Total Operating Revenues*..... April $375,008 _—........... $321,567 what by contraseasonal stocking of anthracite 
Total Operating Expenditures*..} April 978938). ihkeas 248 878 and other material this summer and may be further 
OE “lpi Rae aia April 36546 =... ... 30,727 | eased by curtailment in production of consumer 
Net Rwy. Operating Income*...} April 3355) or eee 34,121 durable goods. 
Operating Ratio %............ April hc) re 76.46 eT 
BUILDING Contract Awards (k) Small home building costs in May were 9.2% 
F. H. A. Mortgages June $539 $550) hes higher than a year earlier, with labor up 12.8% 
Selected Appraisalf........... May 147 151 129 and materials 7.4%. Factory building costs 
Accepted for Insurancet........ May 95 88 80 increased about 10% during the second quarter. 
Premium Payingt.............. May 65 60 54 Plans are nearing fruition to relieve the acute 
Building Permits (c) housing shortage in defense areas through mass 
LL CUES epee eee arr May 130 125 110 production of low-cost, prefabricated dwellings. 
DROW: POI AYN o. 555.6 6 -00:00s' ee | May 13 17 16 Defense needs are expected to sustain demand 
Jerike UL Sé eae ee aaenee eee | May 143 142 126 for building supplies despite probable curtail- 
| 
| Engineering Contracts (En){..... | June $589 S409 kee sek: en 
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Latest Previous Last 
Date Month Month Vous PRESENT POSITION AND OUTLOOK 
STEEL ; 
Ingot Production in tons*... F une 6,801 7,055 6,657 Most autemebil - ill bri t 
Pig lron Production in tons*®....| June 4,553 4,600 3,819 diate seo 1949 cc ggg Pat 
i : i *..| June 1,669 1,745 1,210 : : - 
Shipments, U, S. Steel in tons / ! ' August, with changes confined largely to exterior 
ve design and trim. Regardless of curtailment in 
AUTOMOBILES passenger car output, defense needs will assure 
Production a high rate of truck output, facilitated by priorities. 
Panta ao Se eic sensi May 545,321 489,854 412,528 
Total tst 5 Months. ........... May 31 POOP viseies 2,176 oo aw. 
Registrations ( 
Passenger Cars, U.S. (p).. .....| April ABGOTA ccs 348,632 The RPC le comsiieia : - 
: : ; ’ g creation of a freight car 
Trucks, U.S. (p)... ..- +2. 0+ April 10,269... ees 50,000 stock pile for lease or sale to the carriers. This 
3 will assure good business to the equipment makers 
PAPER (Newsprint) for some time to come; though current production 
Production, U. S. & Canada* (tons) .| May 376 367 414 is being hampered by shortage of steel. Bitu- 
Shipments, U. S. & Canada * (tons). .| May 383 377 423 minous coal production for the year to date was 
Mill Stocks, U. S. & Canada* (tons)} May 188 195 222 3% above last year; but stocks above ground are 
— off 0.4%. 
LIQUOR (Whiskey) - “ee 
Production: Gals:*.... <6 s:0%s.cnws May WOQ neces 11,492 
Withdrawn, Gals.*.............. May Le Corre 5,827 } ; 
Stage GSM ee rei sticaia cusrekecereecore May SOPG4T ijn ssc 480,599 World shoe production last year is estimated 
Be at 1,105,000,000 pairs. North American stocks 
GENERAL of ae on as were 4% = last 
Paperboard, new orders (st)... .... May 572,522 580,038 517,221 jer wit — at pub "P wer ee — 
Railway Equipment Orders (Ry) ufacturers down 18%. Pro re Py ay _ 
Pocuntgivern occ occaree ees June 140 128 31 10% below last year. The O A “es that 
DT. covvnvcnedscrenc June 29,799 26,334 4,235 | Paperboard will a | oat P cae — > 
Pastencar Cats <-..%,6-0.s:0s0e vsioere May 32 33 16 prices have almost doubled within a Kp one 3 ort- 
Cigarette Productiont............ May 17,858 15,854 16,275 | ages of pulp and chemicals used in the industry 
Bituminous Coal Production*® (tons)| May 43,400 5,975 34,896 are beginning to force curtailment. 
Commercial Failures (c)..........] June 970 1,119 1,114 
WEEKLY INDICATORS 
Latest Previ Y 
Date Week oi 86a PRESENT POSITION AND OUTLOOK 
M. W. S. INDEX OF BUSINESS : 
ACTIVITY 1923-25—100...... July 12 116.8 120.5 97.4 Electric power output, with a 17% margin of 
= — increase over last year, is barely holding its own 
ELECTRIC POWER OUTPUT on a seasonally adjusted basis. Though heavy 
oa LS rar nme re Senate July 12 3,141 2,867 2,652 rains have eased the TVA'’s power shortage, pro- 
TRANSPORTATION _—_ — — particularly for — 
Carloadings, total................ July 12 876,165 740,493 740,465 acture of aluminum and manganese, are so huge 
alc tit ee eae aS July 12 62,697 50,991 56,015. |_ that plans are going ahead to bring a 25% cut in 
eel Ee: July 12 147,492 93,968 + 127,403 | Non-defense use. The Administration favors ex- 
Forest Products..........0.00000 July 12 44,2952 «37,987 ~—-.31,615._|_ tension of daylight saving on a nation-wide scale. 
Manufacturing & Miscellaneous....| July 12 362,734 327,337 287,250 The SEC has asked the Treasury to do something 
eae” ee July 12 154.133 138,616 146,960 | about high taxes on direct sales of subsidiary 
: : : operating companies which is slowing up utility 
STEEL PRICES holding company dismemberments. 
Pig Iron $ per ton ~ Es July 15 23 61 23.61 22.61 * © « 
Serap $ per'ton (m)............. July 15 19.17 19.17 18.38 ; 
oe A 50% cut in automobile production would 
Per Been Stuns oes July 15 2.261 2.261 2 261 save tins 3 000,000 tons daake 9% of 
total consumption; 25% of the nation’s malleable 
% of Capacity week ended (m)....| July 19 97 98.5 87.0 iron output; 17% of the total lead eee 
oe d 11 fF total nickel tion. Some 
CAPITAL GOODS ACTIVITY we cain ae snicluabhdatanmuaiiaes even 
(m) week ended................ July 12 121.4 118.5 85.0 up to 50% might not be an unmitigated evil, 
PETROLEUM since this year's excessive sales have Probably 
Average Daily Production bbls.*..| July 12 3,871 3,658 3,561 40% of ea jee ’ —_ 
Crude Runs to Stills Avge. bbls.*..} July 12 4,090 3,745 3,481 demand. Steel output currently is being slowe 
Total Gasoline Stocks bbls.*...... July 12 89,561 90,218 91,971 down by a growing scarcity of scrap. 
Fuel Oil Stocks, bbIls*........... July 12 92,699 92,635 105,103 i ne 
Crude—Mid-Cont. $ per bbl...... July 17 417 t.07 1.02 Oil industr fits thi wh ees . 
f y profits this year, with rising prices 
Crude—Pennsylania $ per bbl..... July 17 2.23 2.33 1.48 and demand, may be best since 1937. 
Gasoline—Refinery $ per gal...... July 17 0825 .0825 .0600 
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long term trend. 


(g)—Chain Store Age 1919-31—100. 
lron Age. (n)}—1926—100. 
Preliminary. (r)—Revised. 





(c)—Dun & Bradstreet. 
(e)—Dept. of Agric., 1924-29—100. (ee}—Dept. of Agric., 1909-14—100. 
(h)—U. S. B. L. S. 1926—100. (j)—Adjusted—1929-31—100. 
(n. i. c. b.}-—Nat. Ind. Conf. Bd. 1935-39—100. 
(s)—Fairchild Index, Dec., 1930—100. 


(Ry)—Railway Age. 


tMillions. *—Thousands. (a)—Index Federal Reserve 1935-39—100. (b)—Federal Reserve Bank of N. Y. 100%—estimated 
(cm)—Dept. of Commerce estimates of income paid out. 


(En)—Engineering News-Record. 


(d)—Nat Ind. Conf. Bd. 1923—100. 
()}—1923-25—100. 
(k)}—F. W. Dodge Corp., (m)— 


(p)—Polk estimates.(pc) —Per cent of capacity. (pl)— 


(st)—Short tons. 
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Trend of Commodities 


Despite the fact that the upward trend in commodity 
prices has continued unhalted, and featured by pronounced 
strength in the price of major farm products, interest in 
commodity markets is centered by the imminent introduction 
of price control legislation. The exact nature of such legis- 
lation is not known but the need to prevent an inflationary 
price rise is not questioned. At the same time in order for 
anti-inflation efforts to be wholly successful they must em- 


brace such items as wages, rents, taxes, and credit. The 
whole subject is a vastly complicated one, to which a realistic 
approach is vitally important. Half-way measures will not 
suffice and will be doomed to early failure. It will be im- 
possible to have a “little” inflation, in farm prices, for 
example, while industrial prices are frozen. Unfortunately 
politics will play a major role, and not much can be done 
about it. 








170 








So 








a 


























B 
° 





o 
te) 


x} 








° 





o © 6S 
oo 6s 


U.S. DEPT. OF LABOR COMMODITIES INDEX 1926=100 
x 
So 





60 





LABOR COST 
| 


FINISHED PRODUCTS 


US GUREAU LABOR 


RAW MATERIAL PRICES 


MWS /NOEK 











0 1|9/4/0 1 























1915 1920 1925 1930 1935 


U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


5 
1940 JFMAMJJASONDJFMAMJJASOND 









































High a 11 July 18 High a 11 July 18 
28 Basic Commodities...... 149.5 105.6 148.0 148.4 Domestic Agricultural . 149.6 111.4 148.0 149.6 
Import Commodities........ 154.9 104.7 154.1 154.9 Foodstuffs . 159.6 100.5 155.9 154.9 
D tic C diti eos aan 105.5 144.2 144.3 Raw Industrial... . . 143.5 101.3 142.3 143.5 
‘> = 
| hs Se «= see PRESENT POSITION AND OUTLOOK 
COTTON | Cotton. Prices soared following the action 
Price cents per pound, closing | of OPACS in raising the ceilings on cotton grey | 
CTS Ce ee rr July 19 16:32 15:53 9.30 | goods. Prices were at the highest levels since 
December.................... July 19 16.44 15.68 9.16 | May, 1930, and are now well above the 85% | 
BBO Go coc gindeeiatewedaeeie July 19 16.97 16.18 10.26 of parity loan basis for the new crop. It is ex- | 
(In bales 000's) | pected that the lifting of price ceilings will release | 
Consumption, U.S............... June 875 919 565 | a veritable flood of new cotton goods buying. 
Exports, wk. end................ July 18 4 37 | Meanwhile weather reports were somewhat better 
Total Exports, season Aug. 1 to....; July 18 873 869 5,992 | but the crop prospect continues very unfavorable. 
Active Spindles (000's).......... | June 22,992 22,980 21,955 Heavy repossessions of loan cotton have reduced 
a FSS | ihesamounttoregovernment neldecottonsoy sone 
WHEAT | 4,400,000 bales and these supplies are now down 
Price cents per bu. Chi. closing. ...| | to about 825,000 bales 
DINE Na Sxchers at estardtas as trarse Sinai | July 19 10134 10494 13% 
September................... | July 19 10334 1061/4 74, cae. | 
Exports bu. (000’s) since July 1 to.| July 12 2,932 5,808 2,425 
Exports bu. (000's) wk. end.......| July 12 8,740 5,808 4,642 Wheat. Wheat prices showed a net decline 
Visible Supply bu. (000's) as of ..| ..... 157,573 137,725 112,964 for the week ranging from 2% to 334 cents. An 
Gov't Crop Est. bu. (winter) (000's).| July 1 923,613 ..... 816,698(ac)} acute shortage of storage space has developed 
a ee ae. see : . —_—__—- and shippers have benn warned by the govern- 
CORN ment against sending grain into Chicago unless it 
Price cents per bu. Chi. closing has been predetermined that sufficient storage 
| | OR ee eae ee July 19 73 135 6234 | space would be available. The July government 
| Se a re July 19 15 15Ve 59% | crop report indicated total supplies of 923,- 
| Exports bu. (000's) since July 1 to.| July 12 BBO) Lae 1,328 000,000 bushels, while carryover amounts to 
| Visible Supply bu. (000's) as of...) July 12 42,854 45,382 24,952 395,000,000 bushels making the total supply 
| Gov't Crop Est. bu. (000's) (final)..' July 1 2,548,709 ~~... 2,449,200(ac)| 1,318,000,000 bushels. 
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| Latest Previous Year ; 
| ‘ Date  Wk.orMo. Wk. orMo. Ago PRESENT POSITION AND OUTLOOK 
‘COPPER 
Price cents per Ib. 
| BOniestle ces eevee wee July 19 12 12 10.625 Copper. Nothing has as yet materialized in 
Refined Prod., Domestic*......... Sone 88.560 89.390 86,077 the matter of creating a subsidy or price ‘‘bonus” 
Refined Del. ’ Domestic* eae dune 115.097 144.293 61.716 for high cost producers. Supplies are daily be- 
Refined Stocks, Domestic®........ hee 2D 98.1 64 93076 199 586 coming scarcer and it is a foregone conclusion 
Copper Sales, Domestic*.......... bewM ccs le eae Se ae that non-defense consumers are faced with severe 
shortages in the near future. Many such plants 
will be forced to shut down. 
. Ib., N ie 
SiGe COnts PERO. IN: F056 oie 3 1 
| Tin Plate, a $ per ip Vieeray wie = “a fs Be “ae Tin. Prices ruled firm. Total arrivals thus far 
| World Visible Supplyt as of...... May 31 40,777 38,788 30,562 in June of all grades of tin have amounted to 
iD. DED sw vos w ep vsvevass May 10,490 13,955 7,905 9,960 tons. 
| U.S. Visible Supply t as of M : em 
| U.S. viedt....... ay 31 7,205 5,016 3,677 
— Lead. Announcement was made that Metals 
|LEAD Reserve Co., had arranged to buy up to 225,000 
[ prdce centsiper Ib,, NOY... 2.4. July 19 5.85-90 5.85-90 5.00 tons of Canadian and Mexican lead during the 
YS BIGGUCHEN ® . .ccicacnasowiecars May 60,509 56,086 46,268 | final half of this year. The price agreed upon is 
U. S. Shipments*................ May 69,382 59,169 46,919 | 3.75 cents a pound. 
Stocks (tons) U. S., as of.......... May 31 34,018 42,899 62,955 | on ana 
- | 
| ZINC | Zinc. Imports of zinc ore in May totaled 
Price cents per Ib., St. Louis....... July 19 7.25 7.25 6.25 | 19,438 short tons which compared with 16,487 
i) S. Production®. . <<. <esccke ce June 62,236 64.645 48.213 | tons in April. Imports of slab zinc were almost 
UES HSnIPMents® «56.55 scares June 63,159 63,604 53,935 | doubled in May, the total of 4,038 tons com- 
Stocks U. S., as of*............6. June 30 —-7,404 8,327 70,502 | Paring with 2,125 tons in April. 
. * « 
SILK 7 . 
Price $ per Ib. Japan xx crack..... July 19 3.06 3.00% 954 Silk. _The trend of domestic consumption of 
Mill Dels. U. S. (bales)........... dings 94,251 29,440 17.307 | silk continues to decline, while that of synthetic 
Visible Stocks N. Y. (bales) as of..| June 30 53,436 50 341 41 829 | substitutes continues to show impressive gains. 
ios = ’ : ; | Silk imports from Japan have declined to about 
RAYON (Yarn) | 26,000 tons monthly, as compared with 40,000 
Price Cents Der lOss.s.os\oisies 6060 July 19 53 53 53 | tons in 1935. xn Wapieta 
Consumption (a). <<... ces... son June 39 40 31 | 
Stocks as OMA) iis ages cesices Se June 30 43 5.8 1.3. | Rayon. An officia! price schedule for rayon 
Sua | eae _| is expected to be released in Washington in the 
WOOL very near future. 
Price cents per Ib. fine, Boston.....| July 19 96 96 96 ‘is 
Consumption, period ending (a)....| May 41,032 46,970 17,064 Wool. Imports in recent months have been 
sees the largest in twenty years. For the first time in 
HIDES many years mill consumption of apparel wool 
Price cents per Ib. No. 1 Packer...} July 19 15 15 12 topped consumption of domestic fleece by a con- 
Visible Stocks (00's) as of ....... May 31 12,898 13,016 12,406 | siderable margin. one 
No of Mos. Supply as of......... May 31 5.68 5.87 7.23 
Boot and Shoe Production, Prs. * May 41,087 42,841 30.139 Hides. Packer buying again put in an appear- 
—_— aes — _____| ance last week, after about two weeks of inactiv- 
RUBBER | ity. Prices were firm to higher. Tanners’ inven- 
Price cents perlb................ | July 19 29.35 91.87 99.95 tories have been substantially cut and replace- 
eee ok) HORE Ee | June 65,093 101,404 53,999 | ments were wgent. 
Consumption) Oy Sale xs ic este cares June 84,912 71,365 47,834 * * «¢ 
ie i - sone peas Pe a ook | June 30 339,108 359,234 154,313 Rubber. Consumption of crude rubber in 
Tire Shi ween ba 2 May 6,073 5,823 5,413 June was 19% higher than in May and 77.5% 
Yeo ipments (000’s). . : May 7,133 6,050 5,720 above the level of June a year ago. Stocks 
L ire Inventory (000's) as of. May 31 8,373 9,958 10,523 were reduced 5.6% below May but were still 
Se ee ea ————— — | more than double the supplies in June, 1940. 
COCOA 
Ferice Gents(DerlOly <.id-cots oes a | July 19 7.66 7.87 4.39 oe oe, 
Arrivals stati 009 4) May 537 468 272 Cocoa. Stocks of cocoa in the United States 
ees eee : — are close to an all time high. Figures on the 
COFFEE | census of cocoa bean inventories will be made 
Price cents per Ib. (c)............ NOLWNEGR [Sh reaes , ohana: 7 available soon. 
Imports, season to (bags 000's).....| July 1 17,643 3 ...... 14,026 were 
U.S. Visible Supply (bags 000's)..} July 1 2,618 2,762 1.486 Sugar. The Department of Agriculture an- 
== a | sonounced last week an increase of 502,002 tons in 
SUGAR the sugar quota in line with some estimates. 
Price cents per Ib. Meanwhile consumption continues to run well 
(AR IN ES eee July 19 3.50 3.45 2.65 ahead of a year ago, even without allowance for 
Refined (Immediate Shipment)...| July 19 5.05 5.05 4.50 accumulation of stocks in the hands of whole- 
U. S. Deliveries (000's)*.......... May 513 587 605 | Salers and private consumers. 
U.S. Stocks (000's)* as of (rr)..... May 31 1,000 933 1,088 
t—Long tons. *—Short tons. (a)—Million pounds. (ac)—Actual. (c)—Santos No. 4 N. Y. (p)—Preliminary. (rr)—Raw and 
refined. *—Thousands. NA—Not available. 
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Date Week Week Ago COMMENT 
“INTEREST RATES 
Time Money (60-90 days)... ....} July 19 114% 114% 114% For the first time in some weeks excess reserve 
Prime Commercial Paper.......... July 19 %e-3%4% h-h4% 4% | registered an increase. Reflecting principally an 
ES ar July 19 1% 1% 1% increase in Treasury disbursements and a drop of 
Re-discount Rate, N. Y........... July 19 1% 1% 1% hee in a re — re- 
serves in the most recently reported week were up 
CREDIT (millions of $) $220,000,000. This was the second consecutive 
Bank Clearings (outside N. Y.).. ..| July 12 3,402 3,220 2,633 drop in currency circulation, having been pre- 
Cumulative year's total to......... May 31 71910 ....... 55,059 ceded by a decline of $9,000,000. No par 
Bank Clearings, N. 7 Se eee ae ee July 42 3,435 3,608 2,831 ticular significance attaches to these changes, Ppar- 
Cumulative year's total to......... May 31 73,900 vices 70,572 ticularly in contrast with the increase of $214, 
— ——— a a a ~— 000,000 which occurred in the week ended July 
Oans and Investments.......... uly x . 4 2. 

a a Agr., Ind. Loans...} July 9 5,935 5,895 4,447 * * * 

POUSIE MOIS «5 5 5551s oo 550 > 0-0 oe July 9 503 528 377 : : 
invest in UJ. 5S. Gov'ts..........% July 9 11,259 11,255 9,226 Loans and investments of New York City 
Invest. in Gov't Gtd. Securities. .| July 9 3,212 3,038 2,416 Member banks continue to set new records, 
Other Securities............... July 9 3,557 3,579 3,580 The gain in the most recent week totaled $24,000,- 
Demand Deposits.............. July 9 93,920 923,949 20,894 pod — Psd ee 

smeared iephaiiekas Banks — _— = —_ cultural loans increased $17,000,000, while 
Total Loans and Invest.......... July 16 11,954 11,930 9,400 brokers’ loans were off $6,000,000. New York 
Comm'l, Ind. and Agr. Loans....} July 16 2,295 2,278 1,711 banks purchased $23,000,000 in United States 
Brokers Loans................- July 16 363 369 987 | Treasury discount bil’s, but Treasury note hold- 
Invest. U. S. Gov'ts..........-. July 16 5,310 5,295 3,975 | ings were down $6,000,000, and Treasury bonds 
Invest. in Gov't Gtd. Securities. .| July 16 1,802 1,803 1,286 ~~ down $2,000,000. Guaranteed obliga- 
Siher Secuities:... .......60566.% July 16 1,335 1,340 1,353 tions declined $1,000,000 and holdings of 
Demand Deposits.. ........... July 16 11,008 10,925 9,710 Freeing oe agate Demand 
Ug en. ae July 16 746 743 68 ici ald 
Federal Reserve Banks - oe 
Member Bank Reserve Balance...) July 16 13,223 12,971 13,863 ; 
Money in Circulation.......... July 16 9,645 9,695 7872 | . pene kd — stocks — — 
MN acoso, cece ky 06 OOS Com ee eee 
Treasury C July 163,157 3,152 apr6 | TORO camreenene. 
ROMPRES caer : : ; 
fe Ca eee July 16 2,309 2,291 2,199 = ae) 
Exbens Meseives: 6c sos siccce ss July 16 5,340 5,120 6,880 Earnings of New York banks are responding 
L , favorably to increased commercial borrowings 
atest Previous Year sed 3 aes tholi Results thi 
NEW FINANCING (millions of $) | Month Month lh pence tiene sey -semticcnetsene A Regan 
Ce A ee re rene wane’: See 261 142 eagles expected to improve on the 1940 show- 
New Capital | June Re 64 9 ing, despite higher taxes 
SN eee oe Se | SG 197 102 
_THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
— 1941 Indexes 1941 Indexes 
Issues (1925 Close—100) High LowJuly12 July 19 (Nov. 14, 1936, Cl.—100) High Low July12 July 19 
290 COMBINED AVERAGE... 569 46.3 53.8 53.7 100 HIGH PRICED STOCKS... 60.10 51.01 57.94 57.71 
100 LOW PRICED STOCKS.... 48.23 37.78 44.17 44.18 
4 Agricultural Implements.... 99.9 72.2 99.9h 98.3 3 Liquor (1932 Cl_—100).... 148.2 111.5 142.7 140.0 
9 Aircraft (1927 Cl—100)... 183.9 137.1 174.8 171.9 MARCHING <ccisiie oss cme a 111.9 88.0 102.2 103.3 
} 4 Air Lines (1934 Cl_—1 _ 314.1 198.9 239.2 231.0 2 ES FS ee 75.6 64.3 70.8 71.4 
6 Amusements. . . 962 208 25.3 26.9 4 Meat Packing............ 53.2 40.3 468 50.6 
| 14 Automobile Accessories. >. 5.7: TES (SIA —B63 11 Metals, non-Ferrous........ 138.6 109.5 130.0 127.0 
13 Automobiles............. 44.4 7 8.6 8.7 SERIEN ras asics aaSnena tone 13.9 11.0 13.9h 13.4 
3 Baking (1926 Cl—100).... 10.7 75 79 oe) am WB me 2 ot er 84.0 67.4 84.0h 84.0 
3 Business Machines......... 100.3 86.5 98.5 100.3h 18 Public Utilities............ 38.6 23.3 26.7 268 
2 Bus Lines (1926 Cl.—100).. 64.3 43.9 52.0 54.0 3 Radio (1927 Cl.—100).... 99 6.7 Te i af 
ee ee arr 160.1 135.5 158.2 160.1h 9 Railroad Equipment........ 48.0 36.3 45.3 44.7 
| $8 Gonsimction:.......2.5... 26.1 19.5 24.2 24.2 Ah a PN SS ae ae ere eer 9.5 7.5 9.2 9.5h 
5 Comtainest....:....... 203.7 166.0 189.8 190.1 OMEN oes pits ie ae esse es 2.6 1.6 1.8 1.8 
| 10 Copper & Brass.......... 88.8 68.8 85.0 82.8 2 Shipbuilding............. 127.5 102.3 126.1 122.3 
| B2Daky Products... ..5..5-... 276 25.5 272 27,3 42 Steel BUON . oc oes s ees 826 62.8 73.9 72.4 
6 Department Stores......... 21.1 16.7 204 21.1H DE NES 6 ah ee RR 299.7 17.5 29.7h 927.2 
6 Drugs & Toilet Articles. .... 39.7 31.1 37.0 37.3 ve Race ee ere 185.7 161.0 184.6 184.2 
2 Finance Companies........ 182.3 134.8 153.6 156.5 3 Telephone & Telegraph..... 40.7 33.2 38.9 39.3 
7 Food Brands..... 88.2 74.9 88.2h 88.1 NNN 58 ora05 5G is 51s es 48.5 33.0 42.9 42.6 
Diners ees. os ss sss 90's > * 45.2 36.7 42.9 42.1 3 Tires & Rubber............ 12.3 9.5 12.2 12.3h 
DINE go 5shss aa we ewes 42.2 336 37.8 36.7 BEES os ee oa Ree 73.7 62.1 711.2 69.5 
2 Gold Mining............. 703.8 587.6 681.7 656.8 3 Variety Stores............ 213.7 184.8 200.4 205.1 
| _ 6 Investment Trusts.......... 192 15:1 132 4139 Ce OE a eee 105.7 86.3 101.6 100.1 





“h—New HIGH this year. 


H—New HIGH since 1939. 


f—New LOW since 1933. 
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Answers to Inquiries 





(Continued from page 418) 


Shell Union Oil 


Is it the opinion of your analysts that at 
current levels Shell Union Oil is at top? I 
bought 150 shares at 10 earlier this year, 
anticipating possible strength in the oils. I 
am dubious about holding further, because 
of the fear of stricter government regulation 
of the industry, especially in respect to price 
ceilings and the tax prospect. Is Shell find- 
ing it difficult to supply its Eastern outlets 
due to transportation shortages? What about 
volume, prices and profits from areas other 
than the East? What is the present status of 
production and reserve of oil and gasoline? 
To what extent has the company’s activities 
in the manufacture of toluol contributed to 
earnings . . . and what in the way of addi- 
tional revenue can be expected from this 
source. How far has plant construction for 
the manufacture of butadiene progressed to 
date? Will you please advise me on my hold- 
ings in this company .. . whether I would be 
justified in selling ... when to buy .. . or is 
retention for continued appreciation the best 
course?—S. S., Dallas, Tex. 

With the declaration of a 40-cent 
dividend on the common stock pay- 
able July 21 to stockholders of rec- 
ord July 8 which compared with 25 
cents per share paid last year at this 
time Shell Union Oil Corp. appears 
to be in a better position. The com- 
pany has reported that such a dec- 
laration was justified due to the fa- 
vorable operating results so far this 
year and it is expected that the sec- 
ond half of the year will show an im- 
provement over the comparable pe- 
riod of 1940. Since about 38% of 
the company’s crude oil production 
and about 28% of its refinery capac- 
ity is located in the Pacific Coast 
section, it would not appear partic- 
ularly vulnerable in the event it was 
found necessary to limit consump- 
tion of gasoline in the East. It 
might be possible that certain of its 
Eastern outlets would be adversely 
affected but according to latest re- 
ports the limitation of gasoline for 
domestic consumption is not nec- 
essarily imminent. 

In the company’s efforts to give 
all available assistance in National 
Defense and policy of all-out aid to 
the democracies, plants have been 
and are being erected for the manu- 
facture of toluol which is used in the 
manufacture of explosives. A plant 
in the course of construction for 
the manufacturing of butadiene, a 
basic requisite in the production of 
synthetic rubber is a near-term ac- 
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conscience. 





is defined by Webster as “that which 
suggests something else .. .”° 





This sign, Gulf’s symbol. sug- 
gests a petroleum product that 
is manufactured to exceed actual require- 


ments ...a product made with skill and 


GULF OIL CORPORATION ...G@ULF REFINING COMPANY 
3800 Gulf Building, Pittsburgh, Pa. 











complishment. Other types of busi- 
ness in the field are being con- 
templated and plants for such 
production will be undertaken when 
necessary. These additional sources 
of business should produce a source 
of additional revenue for the com- 








THE ELECTRIC STORAGE BATTERY CO. 


The Directors have declared 
from the Accumulated Sur- 
plus of the Company a divi- 
dend of Fifty Cents ($.50) 
per share on the Common 
Stock, payable September 30, 1941, to Stock- 
holders of record at the close of business on 
September 9, 1941. Checks will be mailed. 
H. C. ALLAN, Secretary and Treasurer. 
Philadelphia, July 18, 1941. 


BATTERIES 








pany at least during our unlimited 
emergency. According to reports it 
would appear quite likely that divi- 
dend distribution during the year 
1941 will at least compare favor- 
ably with the 75 cents per share 
paid in 1940. 


LOEW'S INCORPORATED | 


**THEATRES EVERY WHERE’’ 
July 18, 1941 
THE Board of Directors on July 16th, 
1941 declared a quarterly dividend of 
$1.62 per share on the outstanding $6.50 
Cumulative Preferred Stock of this Com- 
pany, payable on the 15th day of August, 
1941 to stockholders of record at the close 
of business on the 29th day of July, 1941. 

Checks will be mailed. 
DAVID BERNSTEIN 
Vice President & Treasurer 
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R. J. Reynolds Tobacco "B" 


I bought my 50 shares of Reynolds Tobacco 
“B” around its current price some years ago. 
Would it be advisable to sell now, or do you 
believe that tobacco shares like Reynolds 
have seen their worst and should show higher 
earnings from this point on despite the 
burden of higher taxes? I will base my deci- 
sion to hold or sell on your advice, as I have 
in other instances with very good results. In 
your reply, will you please tell me whether 
Camels sales have kept abreast of the rising 
sales trend in cigarettes shown for the indus- 
try in May? Has Reynolds begun to feel the 
effects of consumer shifts to lower priced 
brands? How does the price of tobacco stand 
now? Is Reynolds now using higher priced 
inventories? What about other costs? Do 
you believe that I should retain my shares, 
basing my primary reason for so doing upon 
the belief that the tobacco companies will be 
important beneficiaries of increasing consum- 
er purchasing power? Please give me your 
definite advice, plus your opinion of this 
stock’s income and appreciation prospects. 
—J.P., Westport, Conn. 


Cigarette production in May set 
a new high for any month, reaching 
approximately 17,858,111,310 units, 
an increase of 9.73 per cent over 
May, 1940. It is believed that R. J. 
Reynolds Tobacco Co. with its 
Camel cigarettes continue to ex- 
perience a favorable sales trend over 
recent years. Companies in this field 
are endeavoring to increase their 
sales volume to a point where it will 
cffset rising costs and tax burdens, 
but so far they are running about 
even. There still is a fear that the 
increasing tax burden may cause a 
shift from the popular brand cigar- 
ette to those selling in the lower 
priced brackets. This in the past 
has been characteristic of depression 
years when income of individuals 
have been sharply curtailed. The 
popularity of Camels, Chesterfields 
and Lucky Strikes have over a pe- 
riod of recent years maintained their 
sales appeal not having varied a 
great deal. This company has for 
« number of years been classed as 
one of the Big Three tobacco manu- 
facturers, featuring Camel cigarettes 
and Prince Albert smoking tobacco. 
They have held the leadership with 
these two products and have not en- 
tered into the larger size cigarettes 
and other variations but they do 
produce scrap, plug, twist and other 
brands of smoking tobacco. Due to 
the fact that it is necessary to main- 
tain large stocks of tobacco it is quite 
possible that the company is still 
using low cost tobacco while replac- 
ing inventory with tobacco at cur- 
rent levels. Present prices for to- 
bacco are considered relatively fa- 


vorable with last year and it is not 
expected that the result will be un- 
favorable to the company. There 
has been some shifting from the 
popular brands to the lower cost 
brands and to the roll-your-own 
group but such a trend has not as 
yet assumed proportions which 
would be dangerous to the earnings 
of the company. Operating costs 
are of course somewhat higher but 
increasing sales are believed to be 
sufficiently strong to enable the com- 
pany to show moderate earnings ex- 
pansion during the year 1941. Taxes 
in the form of excess profits taxes 
will no doubt be increasingly bur- 
densome but any increase in con- 
sumer taxes, that is taxes on the 
finished products, will quite likely 
be passed on to the consumer and 
not taken out of the thin margin of 
profit left for the manufacturer. 

The current price for the com- 
pany’s stock appears to be discount- 
ing some of the unfavorable factors 
but as to whether this has been com- 
pletely discounted is difficult to de- 
termine at this time. For the time 
being, however, we recommend re- 
tention of your shares but feel that 
the situation and future develop- 
ments should be watched very care- 
fully. 





Miami Copper Co. 


Do your analysts look with favor on the 
prospects of Miami Copper now? I bought 
my 50 shares at 141% and should like to know 
whether this stock is now in a position to 
equal or exceed that market price. What is 
the annual productive capacity of the com- 
pany’s Miami mine? At current price of 
about 12 cents a lb. what further earnings 
improvement can be expected over the bal- 
ance of 1941? Is the company’s recovery of 
molybdenum coming through in sufficient vol- 
ume to prove an important supplementary 
source of revenue? How do costs stand in 
relation to volume production of copper and 
molybdenum? Is the company still suffering 
from a lack of water felt in 1940? What are 
the possibilities that 1931-1935 losses would 
be offset this year? What does the manda- 
tory priority order on copper mean to Miami 
Copper? Will you please answer these ques- 
tions and give me your advice on my Miami 


Copper shares?—Dr. 8. M., Philadelphia, Pa. 


In the year ending December 31, 
1940 Miami Copper Co. earned 70 
cents per common share as com- 
pared with $1.03 per share for the 
year 1939. These earnings are, of 
course, before depletion and in past 
years have fluctuated rather widely 
and sometimes, as in 1932, when 
$2.29 per share was lost going to a 
peak earning power since 1929 of 


$1.03 per share earned in 1939. The 
annual productive capacity of Miami 
Copper Co. is somewhat better now 
due to the improved water supply, 
a situation which hampered opera- 
tions of the company in the early 


part of 1940. Being one of the 
smaller producers of copper, account- 
ing for only about 5 per cent of do- 
mestic output, and of a marginal 
type producing approximately 40,000 
tons from about 5,500,000 of ore 
handled on an annual basis capacity 
operations are expected to be car- 
ried on during the year 1941. By- 
products such as silver and gold 
have been relatively nominal al- 
though molybdenum has been an 
increasingly profitable by-product. 
In 1940 the output of the latter was 
up approximately 47 per cent to a 
total of 383,124 pounds. The future 
prospects of this company are some- 
what limited in view of the reported 
short life of ore reserves. Having 
approximately 63,119,451 tons of 
sulphide ore and only 1,496,612 tons 
of mixed ore, the latter being suffi- 
cient for approximately two years 
operations at prevailing rates, the 
long term outlook for the company 
unless it is successful in securing ad- 
ditional properties is somewhat lim- 
ited. The Old Dominion mine, pur- 
chased in 1940, was mainly for water, 
but it is believed that some ore may 
be gained from this property. 

As of December 31, 1940 total cur- 
rent assets of $3,427,108 including 
$757,188 in cash and refined copper 
sold and undelivered (at a contract 
price) $1,960,627 as compared with 
total current liabilities of $951,600. 
While the financial position of the 
company is showing some improve- 
ment, heavy losses sustained in the 
early 1930s did impair somewhat the 
financial position of the company. 
While it is expected that earnings 
for the year 1941 will compare fa- 
vorably with those reported in 1940 
it is not believed that any regular 
dividend rate will be established and 
that distributions will tend to be 
conservative. The mandatory prior- 
ity order which is contemplated on 
copper would be a restricting influ- 
ence on Miami Copper due to the 
fact that it is a high cost producer 
and with higher taxes and limitation 
of prices for finished products, earn- 
ings might be adversely affected. For 
the time being this stock may be 
held but it must be remembered that 
it is quite speculative. 
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U. S. Rubber 
I held on to my 75 shares of U. S. Rubber 


on your advice, and have had the pleasure 
of seeing them rise to 25%. I bought this 
stock as you know at 20. I still hold them 
ata profit, but I am completely puzzled now, 
because of the many complex influences bear- 
ing on this company, as to whether or not I 
should continue to retain this investment, 
buy additional shares, or, in view of all of the 
favorable factors, which may already have 
been discounted, sell out. For my peace of 
mind and future investment welfare, will you 
kindly analyze the prospects of U. S. Rubber, 
in view of new developments .. . such as 
broadening of the company’s charter to in- 
dude the production of munitions, the effects 
of the Russian-Nazi conflict on the Dutch 
East Indies situation, operations in all divi- 
sions—effects of taxes, labor costs, etc., of 
sales, as contemplated nearer the $130 million 
mark for the first half of this year, what 
should it mean in net earnings on the com- 
non? I have learned to be cautious at times 
like these, and therefore value your help now. 
—E. O., New Orleans, La. 


On July 8, 1941, United States 
Rubber Co. made a general revision 
in corporate and charter powers, the 
first since 1892, at the time of the 
company’s incorporation. This 
change was approved by approxi- 
mately 74% of all classes of stock 
and gave the corporation powers to 
do virtually anything. It has been 
reported that the reason for the re- 
quest for the enlargement in corpo- 
rate powers was that the company 
had been approached as to defense 
business which it was not permitted 
to handle. While there are no defi- 
nite orders it is understood that there 
are indications that substantial busi- 
ness along this line will be fortheom- 
ing in the near future. It would ap- 
pear that the result of this change 
would react favorably upon earnings 
of the company if they are able to 
utilize to the fullest extent their new 
corporate powers. 

The Far Eastern situation seems 
lo be remaining about unchanged 
and if anything to be clearing up 
somewhat in view of the Russian- 
Nazi conflict. War conditions can, 
of course, change over-night and no 
definite forecast can be given at this 
time in connection with the apprais- 
al of this security. U.S. Rubber Co. 
has been importing as much rubber 
as possible and is currently reported 
to have a good supply on hand. The 
more important factor to be consid- 
ered is the possibility of priorities on 
the company’s products, especially 
so for domestic uses and_ possible 
restrictions on the selling price of 
finished products, necessary to the 
national emergency. It is expected 
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that sales have registered a gain of 
approximately 20 per cent so far this 
year over 1940. Assuming for a mo- 
ment that increased sales will con- 
tinue for the balance of the first half 
of the year it is quite possible that 
they will approximate $130,000,000 
for the first six months of 1941. Taxes 
and labor costs are of course, in- 
creasing but it is possible that with 
the increased momentum of 
that operating efficiency and volume 
output may offset much of the addi- 
tional costs at this time. It is be- 
lieved that dividends for the full 
year 1941 will be in excess of the 50 
cents declared so far. Government 
orders for the making of barrage 
balloons and other products used in 
our National defense are being made 
by the company. Current production 
includes about 15% of defense work, 
but due to the increasing tempo it 
is expected that it will soon approxi- 
mate 25%. All in all we feel that 
this stock is worthy of retention at 
this time in view of the improved 
outlook for the company. 


sales 





COLUMBIA 
GAS & ELECTRIC 
CORPORATION 


The Board of Directors has 
declared this day the following dividends: 
Cumulative 6% Preferred Stock, Series A 
No. 59, quarterly, $1.50 per share 
Cumulative Preferred Stock, 5% Series 
No. 49, quarterly, $1.25 per share 
5% Cumulative Preference Stock 
No. 38, quarterly, $1.25 per share 
payable on August 15, 1941, to holders of 
record at close of business July 19, 1941. 
DaLeE PARKER 
Secretary 





July 9, 1941 











Western Maryland Ry. 

Despite the heavy arrearages on the pre- 
ferred stock, would you say that Western 
Maryland common is in a position to show 
market appreciation over coming months, re- 
flecting the heavy movement of armaments 
such as steel, coal, oil and cement? I have 
250 shares bought at 5 as a speculation. How 
much in excess of the $1.15 earned in 1940 
is this company likely to earn in 1941? Are 
earnings expected to top 1929? Was it because 
of the coal strike that this stock did not move 
along with the general improvement in rail 
shares? Is the road clear now for steady 
market advances? Is it far-fetched to believe 
that the government may decide to take over 
the railroads in the Fall, when peak traffic 
begins? What would such an eventuality 
mean to Western Maryland shareholders? Do 
you believe that continued retention of my 
shares will result in substantial market profits 
before 1941 ends?—M. R., Chicago, Ill. 


Under normal conditions, West- 
ern Maryland Railway Co.’s freight 


ACL 


AMERICAN CAR AND FOUNDRY 
COMPANY 


30 CHURCH STREET 
New York, N. Y. 
The following dividends have been declareds 
Preferred Capital Stock 

Two and four one-hundredths per 

cent (2.04%) payable August 29, 

1941, to the holders of record at the 

close of business August 22, 1941; 

One and three-quarters per cent 

(14%) payable October 1, 1941, 

to the holders of record at the close 

of business September 24, 1941; 

Common Capital Stock 

One dollar ($1.00) per share pay~ 

able October 1, 1941, to the holders 

of record at the close of business 

September 24, 1941. 
Transfer books will mot be closed. Checks will 
be mailed by Guaranty Trust Company of 
New York. 

Cwarias J. Harpy, President 
Howarp C. WICK, Secretary 

July 10, 1941 
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tonnage is represented by approx- 
imately 65 per cent mined products, 
with bituminous coal alone account- 
ing for over 50 per cent. Since 
the road is under the control of the 
Baltimore & Ohio its traffic is some- 
what enlarged and benefited. In the 
five months ended May 31, 1941, 
$5.60 per first preferred share was 
earned, as compared with $4.62 in 
the corresponding period of 1940; 
7.76 per share versus $4.93 on the 
4% second preferred stock, and 70 
cents per share versus 38 cents on 
the common stock. As of April 30, 
1941, total current assets of $5,602,- 
249, including $2,992,926 in cash, 
compared with total current liabili- 
ties of $3,178,147. For the years 
1940 and 1939 earnings were as fol- 
lows: 

Earnings Per Share 


1940 1939 
7% Ast Pref. Stock $11.84 $8.80 
4% 2nd Pref. Stock 13.99 5.22 


Common Stock .. 115 0.14 


As of December 31, 1940, total 
funded debt amounted to $66,336,- 
866; 177,421 shares of 7% cumula- 
tive first preferred $100 par; non- 
cumulative 4% convertible second 
preferred $100 par, 61,382 shares; 
and 532,869 shares of $100 par com- 
mon stock. The financial position 
remains strong. No dividends have 
ever been paid on the common and 
non-cumulative second preferred 
shares, and accumulated unpaid 
dividends on the first preferred were 
$136.50 per share at December 31, 
1940. It has not been necessary for 
the railroad to resort to bank bor- 
rowing and no important maturities 
arise until the year 1952. It ap- 
pears that the condition of the roll- 
ing stock as well as finances are suf- 
ficiently sound to warrant a con- 
structive attitude at this time. While 
it is possible that the Government 
will find it expedient to assume con- 
trol of the railroads, such an event 
does not appear imminent in view of 
the strong position of the railroad 
industry as a whole at this time. 
Conditions do not seem to be the 
same as they were in the World War 
period as the railroads now have 
much more modern equipment and 
in sufficient quantity to, according 
to their reports, handle the expand- 
ing traffic. Earnings for the year 
1941 are expected to show substan- 
tial increases and compare favorably 
with recent years. The stock is not 
particularly active marketwise but 
it is our belief that it is worthy of 


retention at this time in modest 
amounts as a speculation. 





Standard Brands, Inc. 


I am anxious to have your advice on my 
200 shares of Standard Brands acquired at 
1434. Is the best I can expect of these 
shares merely a repetition of the market per- 
formance of last year (high 7%)? I heard 
so much about the possibilities of the com- 
pany’s new products ... rising volume due to 
increased consumer purchasing power that I 
was under the impression that earnings for 
the first quarter would top 1940 by a wide 
margin, yet 17 cents net per share (same as 
1940 first quarter) was the result. How is 
sales volume running now .. . are prices 
higher? Is an important spurt in earnings 
due for the balance of this year? What about 
the effects of increased taxes ... other costs? 
Would you kindly give me definite informa- 
tion on the earnings outlook for this com- 
pany . . . considering all factors . . . and 
tell me whether or not I have any reason to 
hold on to these shares?—Mrs. R. D. V., 
North Hollywood, Calif. 


In the first three months of 1941 
Standard Brands, Inc. had a net in- 
come of $2,361,392 before dividends, 
as compared with $2,341,998 for the 
comparable period of 1940. These 
results were in face of an increase in 
Federal and foreign income taxes 
from $593,686 to $968,015 and an 
excess profits tax of $154,560 for the 
1941 quarter as compared with none 
for the year 1940. Net sales showed 
an increase from $26,858,501 to $27,- 
966,068 for the period which was a 
favorable showing. On a per share 
basis earnings after dividends were 
17 cents per common share, the same 
as reported for the corresponding 
period of 1940. It is expected that 
during the balance of the year that 
earnings will exceed the 71 cents per 
share reported for the year 1940, 
even in face of the increase of ap- 
proximately 89 per cent in taxation 
with only a moderate rise in sales 
as is visioned from first quarter re- 
ports. A more direct relationship is 
brought about in the comparison 
since sales increased 4 per cent while 
net operating income improved ap- 
proximately 14 per cent. Emphasis 
placed upon vitamin B-1 yeast and 
an intensified sales program is un- 
derstood to have been quite success- 
ful. From available information 
it appears that virtually all of the 
products manufactured by the com- 
pany are continuing to meet good 
consumer demand as is evidenced 
by the increased sales in the first 
quarter of 1941. The increased and 
more widely diffused purchasing 
power will continue to have a favor- 


able effect upon sales, while taxes 
and operating expenses may show a 
further increase over the near-term, 
It is not expected that the com- 
pany’s stock will experience any 
volatile market performance, but 
with a general improving market it 
will share with the advance. For 
those willing to have an interest in 
a stock, lacking dynamic market 
performance and sharing only in- 
directly from our defense program 
and all-out aid to democracies it is 
believed that the stock is worthy of 
retention. Dividend distributions in 
the year 1941 are likely to continue 
at the present rate throughout the 
balance of the year. 





Thompson-Starrett Co. 


I should like to know what I can expect 
of my 500 shares of Thompson-Starrett, com- 
mon bought at 934. Judging from the neg- 
ligible deficit which remained on the com- 
mon at the close of 1940, I should imagine 
operations are well in the black now. Would 
you please tell me the extent of construction 
orders this company has received so far this 
year from the U. S. Government and from 
private industrial sources. Are record con- 
struction profits predicted for 1941 as a re- 
sult of of the National Defense Program? 
Would you suggest averaging at current 
prices? Has the company yet recovered its 
investment in the Mason-Walsh-Atkinson- 
Kier Co.? What do you know of its plans to 
liquidate its interest in this affiliate? What 
will it mean to the common shareholders? 
Kindly give me all information which might 
clarify my future position on my investment 
in this company; current rate of earnings, 
new orders, etc., plus your advice on whether 
to sell, hold or average—Th. J. Mc., Man- 
hasset, L. I. 


For the fiscal year which ended 
April 24, 1941, Thompson-Starrett 
Co., Inc. reported a net loss of $724, 
215 as compared with a net income 
of $209,362 for the preceding year. 
This loss was occasioned entirely by 
the cost of work on the Ida B. 
Wells Housing Project in Chicago 
exceeding the amount receivable un- 
der this contract by over $800,000. 
While this amount has been charged 
off the company is endeavoring to 
salvage some of this loss by claims 
which are being carried out at this 
time. One of the important sub- 
contractors on this project was un- 
able to fulfill his contract and it was 
necessary for the company to take 
over and complete the work, as well 
as sustaining losses in other divi- 
sions in excess of estimated costs. 
Dividends of $217,350 on the in- 
vestment in Mason-Walsh-Atkinson- 
Kier Co. which has a one-half in- 
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terest in the Consolidated Builders 
Inc., the latter company having the 
contract for the completion of Grand 
Coulee Dam was a favorable factor. 
The work on this project is sub- 
stantially complete and it is be- 
lieved that the corporation’s in- 
yvestment, to a large extent, will be 
realized upon during the coming 
year. As of April 24, 1941 the finan- 
cial position of the company was rep- 
resented by total current assets of 
$1,219,208 including cash of $571,016 
as compared with total current 
liabilities of $724,883. Accumulated 
deficit from operations exclusive of 
possible recoveries under claims for 
additional compensation and salvage 








efforts was $1,486,698 as compared 
with $803,473 on April 25, 1940. 

In the annual report of the presi- 
dent, it was announced that a sub- 
stantial contract has been obtained 
for a foundry building and a struc- 
tural shop at the Brooklyn Navy 
Yard which is a part of a larger con- 
struction program in which the cor- 
poration may receive additional 
business. Contracts have been se- 
cured from the Sperry Gyroscope 
Co., Inc. and The Port of New York 
Authority. Other business which 
the company is equipped to handle 
is being sought especially so in Gov- 
ernment construction projects. 

At the current low levels of the 
stock which is approximately 175 
cents per common share it does not 
appear likely that your price of 934 
will be reached in the near future. 
The preferred as of January 1, 1941 
had accumulated unpaid dividends 
of approximately $32.3714 per share 
and in face of unprofitable opera- 
tions it does not appear likely that 
dividends will be resumed in the 
near future. The common stock, in 
our opinion is highly speculative, 
but due to its nominal value at this 
time speculative retention is advised. 





Can You Make Money in 
War Industries? 





(Continued from page 398) 


up to $500,000 and General Tire up 
to $165,000. The Government nat- 
urally would have a claim on such 
machinery, which it could either 
take over eventually or sell to the 
companies involved. 

Numerous companies had_ the 
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jump on tooling-up for defense, 
whether through anticipating such 
work or through having associated 
themselves with such logical war in- 
dustries as aircraft. Examples are 
American Car & Foundry, Thompson 
Products, Clark Equipment, Tim- 
ken-Detroit Axle and Spicer Manu- 
facturing. American Car & Foundry 
began preparing for tank production 
virtually at the outbreak of the war 
when machine tools still were rela- 
tively easy to obtain. As for Spicer 
Manufacturing, not much specialized 
machinery was necessary for its pro- 
duction of military vehicle parts. 

Taking up of slack in the instances 
of low-operating-rate companies has 
been a natural concomitant of the 
defense program. Examples of com- 
panies of this type may be found 
throughout the heavy industries, 
particularly railroads, steel and rail- 
road equipment. As a matter of 
fect, such borderline operators as 
Jones & Laughlin Steel, Pittsburgh 
Steel, Crucible Steel, Pressed Steel 
Car, Southern Railway and Southern 
Pacific, are in periods of lush pros- 
perity. Costs of preparing facilities 
for the rush of work are deadened 
by the fact of capacity operation, 
which makes for maximum profit 
margin through causing utilization 
of much formerly idle equipment. 
That the present period is, indeed, 
a heyday for the marginal company 
is indicated in the Government’s 
willingness to subsidize—as indicated 
in price fixing policies—the high cost 
operator to permit him to step up 
his output. 

In final analysis, those companies 
which are best situated from the 
standpoint of benefits from the de- 
fense program are the corporations 
which must make a minimum of 
changes to turn out armaments; i. e., 
classification one in this article. 
Routine mass production is always 
profitable if the demand is there, and 
since these companies are fairly well 
settled in the production groove, 
with large additional contracts still 
pending, it is reasonable to expect 
a good earnings showing, contingent, 
of course, on continuation of the war 
and nature of coming taxes. Selec- 
tivity even among such companies 
is always important, however, since 
obviously desirable issues often be- 
come technically overbought and 
present less profit opportunity over 
an intermediate term than an ap- 
parently lesser light. 





T 0% points gain 


in averages now avail- 
able to subscribers. 


ATURDAY, July 19, Dow- 

Jones Industrials closed at 
127.69... up 12! points since 
May I. 


1034 points of this advance has 
accrued to Weekly Trend Letter 
subscribers through their short 
term position taken at 117.01. In 
addition, l10!/4, points gain is 
shown on their invested position. 
Both positions were taken through 
our definite advice. 


Now, with the market poised 
midway between its low and 
last November's intermediate 
high . . . through the Weekly 
Trend Letter . . . you would 
be advised what action to take 
at this time . . . whether to 
lighten your holdings or look 
for a further extension of this 
recovery move. 


In the past 23 months of intricate 
war markets, Trend Letter Service 
has made available 35!/, points 
gain in the averages... a record 
46 points better than the market. 
This illustrates how our subscrib- 
ers have avoided severe declines 
and participated in important 
advances. 


Enroll with the Weekly Trend 
Letter today. You will be ad- 
vised when to buy and when 
to sell... be welcome to 
our continuous consultation 
service regarding 6 securities 
ata time .. . receive weekly 
The Magwall Trend Indicator, 
Dow Theory Interpretations 
and our Suggested Trading 
and Investment Policy with 
conclusions and recommenda- 
tions. 


- — Mail This Coupon Today - - 


THE WEEKLY TREND LETTER 
of The Magazine of Wall Street 


90 Broad Street New York, N. Y. 
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Avalanche of Volume for 
Machine Makers 
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absolutely needed to keep the flow 
of machines and machinery coming 
out to meet defense needs. Past ex- 
perience has indicated that the pro- 
duction capacity of the industry as 
it stood on September, 1939, was 
more than ample to take care of all 
ordinary needs of this country, with 
a margin to spare. Future prospects 
will be clouded additionally by a 
huge amount of un-needed machin- 
ery once the emergency has been 
passed. 

When business is good, the manu- 
facture of power equipment ranks 
high in the machinery industry. By 
power equipment is meant steam 
engines, boilers, Diesels and similar 
devices used as prime movers. There 
have been heavy dislocations in this 
branch of the machinery business. 
Normally, the public utility industry 
was the greatest purchaser of steam 
power equipment, and once steam- 
ships also demanded large amounts 
of such machines each year. The 
steamship building activities of this 
country have been at low ebb since 
the close of the earlier World War, 
while political uncertainties have 
prevented the utilities from making 
anything like their pre-depression 
purchases. 

Now, the picture is changing. The 
utilities, under official urging, are 
expanding their production capacity 
rapidly. This demand is being ac- 
centuated by the high proportion of 
obsolete equipment still in service 
because of the reluctance to replace 
it in more recent years. The utilities 
spent about $184,000,000 on steam 
generating equipment last year and 
can be expected further to increase 
orders for the present year as well 
as for 1942. The greatest recovery 
has been in shipbuilding. The year 
1920 marked the last year of war- 
time shipbuilding and, at its close, 
1,067,000 gross tons were on the 
ways. At the close of 1932, there 
were but 25,000 tons under construc- 
tion, and even by 1938 the end of 
the year saw only 550,000 gross tons 
being built. Last year, however, 
there were 1,599,000 gross tons of 
ships being constructed and there 
would have been considerably more 


if shipbuilding ways had been avail- 
able. Since each of these ships is 
a prospect for power generating 
equipment of some sort, it would 
seem as if those supplying ship- 
builders will have an unbroken pros- 
pect of high rates of activities for a 
number of years to come. 

As is the case with practically all 
machinery manufacturers, there are 
very few, if any, who specialize in 
any one particular device to the ex- 
clusion of all others. Generally 
speaking the higher the percentage 
of ship business, the better the 
chance for sustained operations over 
a period of years. 

The Diesel manufacturers also 
have favorable longer term prospects 
as well as better than average near 
term expectations. Not only are 
Diesels well regarded for marine 
work but industry in general is 
rapidly accepting this highly eco- 
nomical source of power. The U. S. 
Navy is probably the industry’s 
largest single customer for Diesel 
power. Last year the Navy pur- 
chased 584,000 horsepower as com- 
pared with total sales of about 
3,400,000 horsepower. Tractors are 
the greatest users of this type of 
power and military activities will 
further expand their use. Caterpillar 
Tractor is the largest of the tractor 
makers, although General Motors is 
the largest maker of a restricted line 
of Diesel engines. Others prominent 
in the tractor business are Allis- 
Chalmers, Cleveland Tractor and 
International Harvester. All of these 
companies have other interests as 
well and only Caterpillar and Inter- 
national Harvester, among the prom- 
inent tractor builders, make their 
own Diesels. 

Because of the widely diversified 
activities of the various machine tool 
and machinery manufacturers it is 
impossible to give the securities of 
the industry any blanket investment 
rating. Each company must be con- 
sidered on its own merits and possi- 
bilities. Since they all represent 
capital goods, their prospects vary 
with the fortunes of heavy industry 
although, even now, the appraisal 
must be tempered by the expecta- 
tion of increasingly higher taxes 
taking further toll of net income and 
an eventual letdown when the fever- 
ish pace of the present has been 
slowed down. From a stock market 
standpoint, there is no reason to ex- 
pect the machinery shares to do any 


worse than the averages, although 
since current prices apparently thor. 
oughly discount much of the nearer 
term uncertainties, it is possible that 
a selected few of the group will ren- 
der a better than average perform. 
ance in the event of an improved 
general market trend. 





If Hitler Beats Stalin 
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exportable surpluses of other Rus- 
sian products have been declining 
also, if not in absolute figures, at 
least in proportion to total produc- 
tion. It is well to remember that the 
Soviet Union has in the past ex- 
ported only enough to pay for her 
imports of essential raw materials 
and capital goods. As she has in- 
creased her self-sufficiency, the pres- 
sure to export has abated and since 
the standard of living is still very 
low in comparison with other in- 
dustrial countries, the surpluses have 
been easily absorbed at home. 

These facts would seem to give con- 
siderable support to the opinion that 
the conquest of the Soviet Union 
will be a long and tedious task— 
provided, of course, that Germany 
does not destroy the Red Army in 
the next few weeks and that the 
morale of the people does not col- 
lapse. Certainly the distances and 
the unsatisfactory state of transpor- 
tation which have worked against 
the Soviets will work against their 
enemies as well. It is true that the 
Germans are superior to the Russians 
as organizers. However, their record 
during 1918, when they occupied the 
Ukraine, was none too brilliant. 
Neither have they been able to pre- 
vent a gradual falling off in the in- 
dustrial output of Western Europe 
during the present conflict. 

At any rate, the reorganization of 
the Soviet industrial machine and 
transportation system to produce for 
the Germans larger quantities of raw 
materials and foodstuffs than the 
Russians themselves were willing to 
give up, would be a matter of years. 
Increased deliveries of foods and raw 
materials in the near future could be 
made only at the expense of Russian 
consumption and industrial activity. 
Certainly it does seem that the 
Fuehrer did not lie this time and 
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that the real reason for the Russian 
crusade was the fear of an eventual 
Russian ambush, rather than the 
need of raw materials. 

To speculate what the effects on 
this country and on the Western 
Hemisphere will be, if and when Ger- 
many conquers the Soviet Union, 
and if and when she reorganizes the 
USSR to complement her economy, 
would seem to be futile in view of 
rapidly changing events. Much will 
depend on whether Germany would 
de-industrialize the country and 
make her once more primarily the 
producer of raw materials and food- 
stuffs. The German plans to cham- 
pion individual farming and to dis- 
solve collectives, as reported recently 
from Berlin, may result in a period 
of confusion. Russian output of 
consumers goods has been kept for 
years disproportionately low in re- 
gard to the output of capital goods. 
At present Russia is literally starved 
for consumers’ goods and this depart- 
ment has no fear that substantial 
Russian surpluses of raw materials 
of foodstuffs will be of threat to us 
or Latin America for many years 
to come. 





Where Are the Stock- 
holders’ Pensions? 
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average incomes far smaller than 
those of top executives of large com- 
panies. It is the exceptional listed 
company which pays a top execu- 
tive as little as $50,000 a year. Most 
draw $75,000 to $100,000, some even 
more. 

True, the well paid executive is 
subject to relatively high-bracket in- 
come taxes. But stockholders also 
pay income taxes, proportionate to 
ability to pay—and, if we can judge 
by the pending tax legislation, the 
increase in taxes from here on will 
fall more heavily on middle class 
families, including the great majority 
of shareholders, than on the upper 
brackets. 

Yet this stockholder majority 
opinion on executive pensions is not 
necessarily effective in all cases. 
Why? Because an unfortunately 
large percentage of absentee stock- 
holders will execute a proxy without 
the faintest idea of what they are 
doing—especially if a controversial 
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proposal is buried deep in a mass 
of verbiage. 

There have been numerous exhor- 
tations to stockholders to organize 
in self-protection, and some con- 
certed efforts toward organization. 
All proved futile and abortive in the 
past. Why? General apathy is not 
an adequate answer. Perhaps it is 
because stockholders simply are not 
class-conscious. They are, first, bus- 
iness men, lawyers, doctors or what 
not; stockholders secondarily and in- 
cidentally. At any rate, politicians 
and corporate managements well 
know they are without effective mass 
voice. And in this era when organ- 
ized vote pressure appears to be the 
only magic wand, the group without 
it seems out of luck. 

Suggestions have been made that 
the SEC should become a more 
dynamic protective agency for the 
American investing public, perhaps 
to the extent of having a voice in 
dividend policy and other internal 
corporate affairs. Since regulation 
begets regulation—and we are al- 
ready well along in this spiral—it 
may come to something along those 
lines. Yet, suppose that, in effect, 
the absentee owners delegate their 
stock voting rights to a Federal 
agency rather than to corporate man- 
agement. Would they be better off 
in the long run or even in the 
present? In the writer’s conviction, 
the “cure” would be considerably 
worse than the alleged disease. 

We offer in this article no pro- 
posals, much less a panacea. We 
have simply been “thinking out 
loud” on some problems of very 
great importance to stockholders and 
corporate management alike. We 
would like to have—and herewith 
solicit—the views of both our stock- 
holder readers and our corporate 
executive readers. 

As a stockholder, what do you 
want and expect from corporate 
management? As a corporate man- 
ager, what do you want and expect 
from your stockholders? Let your 
hair down and speak out. 

As an addenda to this discussion, 
a few facts on the dividend situation 
as a whole are pertinent. Total divi- 
dends paid by all active corporations 
in the country in 1940 are estimated 
at $3,950,000,000, about 35 per cent 
less than record total of $5,927,- 
000,000 in 1929, although industrial 
activity for the year, measured by 
the Federal Reserve Board index, 





was nearly 11 per cent greater than 
in 1929. Total dividends for the five 
years 1936-1940 were nearly 6 per 
cent under total of the five years 
1924-1928, although industrial ac- 
tivity was 15 per cent greater. 

The average corporation distrib- 
utes a substantially larger percentage 
of net income in dividends than it 
did in the ’20’s. Thus total divi- 
dends paid by manufacturing cor- 
porations in 1940 are estimated at 
$2,000,000,000 or 80 per cent of 
net profits, comparing with approxi- 
mately 65 per cent of profits dis- 
tributed in 1929. Over the five 
years 1936-1940 about 94 per cent 
of total earnings were paid out. 
During part of this period the un- 
distributed profits tax was in effect. 
Even so, the showing is surprising, 
as few manufacturing enterprises can 
rely on stable earnings. For the five 
years 1924-1928, average of just un- 
der 70 per cent of total earnings was 
distributed. 

For American business in the ag- 
gregate, the long term profit margin 
—that is, net profit per dollar of 
sales—appears to be definitely down- 
ward. In aggregate of manufacturing 
enterprises, which make a better 
showing than total of all business 
concerns, the margin was 4.03 per 
cent in 1940, against 5.52 in 1929 
or a decline of about 27 per cent. 
Profit margins in recent best years 
also compare unfavorably with those 
of such non-boom years of the early 
°20’s as 1922, 1924 and 1925. 

In short, on a long run basis, 
more and more volume is required 
to maintain a given level of earnings 
and dividends. Considering this fact, 
and despite some exceptions, the 
dividend record of profitable corpo- 
rations in recent difficult years would 
seem to give stockholders scant justi- 
fication for criticism of management 
in this respect. On the other hand 
one must wonder how much “gen- 
erous” dividend policy reflects politi- 
cal pressure, rather than either the 
pressure of stockholders or the com- 
pletely objective judgment of man- 
agement. Our Great White Fathers 
at Washington favor distribution of 
the maximum possible percentage of 
earnings because that means bigger 
income taxes from stockholders. 
Don’t forget that we had a heavy 
undistributed profits tax not so long 
ago and that it might conceivably 
be trotted out again as the Govern- 
ment reaches deeper into the till. 
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Tubize Chatillon Corp. 


Tubize Chatillon Corp. has been 
expanding its production facilities 
under the impetus of an unprece- 
dentedly high demand for rayon 
yarns and similar synthetic fibres. 
High rates of production have 
served to improve operating ratios 
although a sizable part of the sav- 
ings will be absorbed by higher labor 
costs. Recently, a 10 per cent in- 
crease in wages was granted the 
workers at the company’s Hope- 
well, Virginia, and Rome, Georgia, 
piants. The Rome plant will have 
in operation later this year addi- 
tional production facilities upon 
which the company is expending up- 
ward of $2,000,000. 

Tubize knits a certain amount of 
fabric for resale to other manufac- 
turers. Approximately 35 per cent 
of the company’s viscose yarn is em- 
ployed in this manner. Another 
source of additional revenue—one 
which holds considerable longer 
term promise—is the ownership of 
the Singmaster patents for de-lus- 
terizing rayon yarn. This process 
makes possible the production of 
“flat” rayons which are in great de- 
mand at the present time. The use 
of the process is granted to other 
manufacturers on a royalty basis. 
With the demand for rayon cloth at 
new record high levels, the de-lus- 
tering patents are becoming increas- 
ingly important and will be even 
more so in the event that stocking- 
silk is no longer obtainable. All of 
the company’s yarn production fa- 
cilities are centered at Rome, Geor- 
gia, while most of the knitting is 
done at Hopewell. The Hopewell 
yarn producing facilities were sold 
in 1934 following a period of labor 
difficulties. 

Last year was the first in which 
any earnings of size were reported 
on the common shares. At that 
time earnings were equal to approx- 
unately $1.24 a share after making 
provisions for the class A and pre- 
ferred stock requirements. The cur- 
rent year promises to be even better 
than last year for earnings in the 
first half of 1941 were equal to 
$0.92 a share of common stock as 
compared with $0.44 a share for the 
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same period of 1940. There has been 
no let down in the demand for rayon 
yarns and the company’s output has 
been increasing. Accordingly, it is 
probable that second half results 
continued the first half pace and 
the balance of the year will probably 
be just as satisfactory. 
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Building 
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ably obtain the largest share of the 
business, for cement is a commodity 
that is usually purchased from plants 
as close as possible to the place of 
use. All of the major cement com- 
panies (Lone Star, Lehigh Port- 
land, Alpha Portland and Penna.- 
Dixie) have several plants so sit- 
uated and should benefit accord- 
ingly. 

Due to the wide range of adapt- 
ability and low prices, gypsum— 
plaster of paris—is finding increas- 
ing use in defense activities. This 
is particularly true of defense hous- 
ing, barracks construction and plant 
partitions where the light weight in 
porportion to bulk makes gypsum 
board, tile and plaster ideal for 
rapid, but more or less temporary, 
construction. Gypsum blocks and 
insulating materials will find increas- 
ing use in private construction after 
the emergency has passed although 
demand will probably taper off 
sharply for a time when most of the 
proposed defense building has been 
completed. Manufacturing costs are 
not prone to change radically nor 
are profit margins so it is probable 
that gypsum prices will remain more 
or less firm. Shipments will be high 
this year and actual profits better 
than average. The improvement 
must, however, be considered as 
temporary, for apart from building, 
gypsum products would have but a 
minor part to play in actual war. 

Sanitary and heating equipment 
makers’ sales will depend in great 
measure upon the future action of 
the residential building industry. 
Nevertheless, nearly all defense con- 
struction and private building activ- 
ilies require one or more products 
of the type made by American Ra- 
diator and others in the same line 
of endeavor. Moreover, most of the 
manufacturers operating in this 


group are well equipped to shift ~ 
operations to war materials if the © 


demand should come and are thus ~ 


fortified against the anticipated de- 
cline in private residential construc- 
tion over the nearer term and of al- 
most all construction should this 
country go to war. So far, there are 
no shortages in basic raw materials 
and this is one of the few industries 
that has been able to advance selling 
prices in order to compensate for 
higher manufacturing costs. 

The flat glass makers may be hard 
hit by a sharp drop in the volume 
of residential construction, espe- 
cially so in view of the proposed cur- 
tailment of automobile production. 
The prospects for the longer term 
are not clearly defined. 

Roofing manufacturers are bene- 
fitting from defense housing activ- 
ities and are anticipating a good year 
for sales and profits. Paint makers 
are enjoying the best business of 
years mainly from the added stim- 
ulus of shipbuilding and private 
maintenance work. The demand for 
paint will continue strong long after 
defense building has declined al- 
though pigment and vehicle costs 
are rapidly advancing and are even 
now paring down profit margins. 

There are too many uncertainties 
ahead of the building industry as a 
whole to make the building shares 
more than a speculation. Those 
companies catering to heavy indus- 
try or the replacement or main- 
tenance markets are perhaps in a 
more favorable position than those 
whose interests lie wholly within the 
residential field. 
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1933), dairy products, furniture, 
mail order stores, non-ferrous metals, 
oil, rail equipment, shipbuilding, 
steels, sugars, tobacco and variety 
stores. 

Conclusion: We believe there is 
scant risk of reaction below the 
April-May lows in the averages. 
Thus the chances appear to favor 
either further rise or a sidewise drift. 
Even under the latter contingency 
many equities merit favorable con- 
sideration on an investment yield 
basis alone—Monday, July 21. 
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